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FOREWORD 


Thr inquiry of wiiicli this mono'^viph is the result, 
was proposed and approved hy tlie Board of Economic 
Inquiry, I’nited Provinces, at its second meetinp and 
was started early in 1935. T^nfortunately tlie publica- 
tion of the uionof^raph was considerably delayed and it 
has been found necessary to compile and publish \ip-to- 
date statistics of production, prices, trade movements 
and freifjht rates. This has been done in the appen- 
dices. 

Mr. J. K. Pande, Investigator of the Bureau, 

conducted detailed inquiries both in the villaces ns weli 
as the mandis to obtain necessary' information. He is 
also mainly responsible for the preparation of the mono- 
graph and the various calculations. First-hand informa- 
tion was collected from all the important mandis for 
cereals as well as from a number of n'presentative villages 
in the principle districts of the province. I have per- 
sonally suf)er\'ised and checked these investigations at 
several places. The villages were selected in consulta- 
tion with the district authorities, who also helped in 
obtaining correct information from the cultivators. 

The monograph deals with the various factors which 
determine the fixation of prices in the big central 
mandis, the small intermediate mandis and the villages. 
The relation between the different prices has been 
analysed. The effects of foreign as well as internal 
influences on the determination of local prices 
have been traced and the relative importance of specula- 
tion and other factors in this behalf has been brought 
out. The various marketing practices have been des- 
cribed and the mandi charges to the cultivator and the 
beopari in the central and the intermediate mandis have 
been analysed. 

Mr. Pande has calculated the quantitative effects of 
the general factors influencing prices and has w'orked out 
the differences between prices in the “ principal ” and 
the secondary mandis on the one hand and the mandis 
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.‘ind the villages on ll»e other. The various factors 
resjwnsible for these differences, their individual contri- 
bution and the minimum to which the existing differ- 
ences can be reduced have also been investigated. The 
effects, on prices in the village, of the hypothecation of 
standing crops, the social pressure of the village creditor, 
the cultivator’s hurry to sell his grain immediately after 
the harvest and the discrimination against the cultivator 
in the viandis on account of his ignorance and illiteracy 
have been discussed. 

Mr. Pande has estimated the cost of stocking grain 
and the relation between the harvest, sowing and annual 
|)rices. He has also calculated the actual and normal 
<lifferences between these prices. 

Ill the end I have to acknowledge with thanks the 
valuable help of tlie many trade organizations, banks 
and individual inerchant.s and brokers who supplied the 
necessary information, often at great personal incon- 
venience. The revenue staff as a whole, and especially 
th<‘. ])atwaris and kanungos in the villages selected for 
iiKpiiry, deserve particular mention for their willing 
and helpful co-ojieration. To Mr. P. M. Kharegat, 
<’.J.K., I.C.S., Secretary to Government, Industries D(s 
partment, are due my special thanks for general guid- 
ance in the course of investigation and for invaluable 
hints in pre})aring and editing the monograph. That he 
could find time to go through the manuscript with such 
meticulous care, in spite of so many preoccupations, is 
proof not only of his ability and thoroughness but of his 
abiding interest in economic research and the quest for 
truth. Acknowledgements are also due to professors 
Badhakamal Mukerjee, S. K. Rudra and S. M. Shaft 
for going through the monograph and for valuable 
suggestions. 

R. B. GUPTA, 

Statist icifin. 

Gi^rcrnmcnt of f.J . P. 
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PRICES OF CEREALS 

IN THK 

UNITED PROVINCES: 

IIcjW THEY AIM.-: DETKHMINKI) AT VAHJOl’S STACKS 

CTI APTEK I 

iNTRODliCTJOX 

1. Cc*re;ils ocrupv by fai* the mosi iinpurtanl place 
nnioniist. the crops ^rown in the United Proviiu‘es. Food 
being llie prime necessity of life, the imporlaju-e of cereals 
amongst tlie crops jaised from land can indeed be traced 
back to the veiy beginning of agricultural economy. ^Vitb 
tile giowl:]] of |)ofHilation and of civilisation, man setlled 
down from pastuie to agriculture. Thai was the lieginning 
of rural life, of self-suflficing village economy. There was at 
this stage little inter-<‘.oniicxion between Ibe villages, each 
village producing praclically all its needs. Wants were few 
and cereals naturally took (lie first jdace amongst ibem. As 
wants increased and becrame more varied, the necessity of 
f.xcliaiige was bdi. Occasional fairs an<l bazaars wtMv orga- 
nised to facilitate the meeting of would-be buyers and sellejs. 
Hills there came into existence a periodic contact between 
tbe villages, (jradually a few small towns also developed 
and trade on a. limited scale came into existence, (’eieals, 
however, still ocenpicd ilie first place among>Jt tbe agricul- 
tural firoducts and trade was confined to cattle or to the less 
urgent necessities of life or to articles of comfort. 

2. The development of the means of transport and com- 
munications and of organized indnstries led to the growth 
of urban life. Trade became a nmeb more important ele- 
ment of economic organization and tbe introduction of 
money tended to replace tlie self-sufficing village economy 
by tbe cultivation of commercial crojis. In so far, however, 
as the yield and consequently tlie amount of money that a 
crop will bring depends on climate (including rainfall, soil 
and othei* physical conditions), climate may be regaided as a 
factor determining the comnierciai importance of a ciop. 
Tile question of selection of crops was, therefore, to be 
decided by their respective commercial importance as modi- 
fied by conditions of climate. Accordingly, with tJieir rich 
fertile alluvial soils supplemented by suitable climate, the 
United Provinces have remained “the great grain-growing 
districts of Jiidia”.(«) 

(fi) Moirittoii : N<‘\v G«’ography of Un* liiiiian Knipin* and (Vylon. 
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ri. The relative iiiipoiianco of tlic different cereals wa?? 
also decided by the same considerations. Those cereals re- 
ceived tlie greatest patronage which were favoured by both^ 
coiiiinercial importance an<l suitable climate. Wheat and 
rice were the two cl)ief cereal.s of trade — cereals whicli India 
exported to foioign countries in large quantities. The com- 
mercial factor was thus in favour of both, w’heat and rice, 
nice is, howevei', produced in comparatively abundant 
quantiiies in llengal, Thirma and otlier provinces of India 
wliicb liave got greater advantages of soil and climate for this 
crof) than the Touted Provinces. Moreover, the climatic 
facica* went particularly in favoui* of wheat. “ Wlieat 
(*aji spiout even und(‘r snow, hut cannot stand moist heat. 
Tt grows best in clayey alluvial soil, and, when sprouting, 
iwrfeis a <*oI(l climate which makes it send out brandies 
underground. Pul, once above ground, it likes warmtli ami 
dryness. Hence it is very little grown on hot dam|) |>lains” 
like. Iliose of I Vngal, Imt “it thrives in I lie cold season on the 
clayey alluvial soils of the Foiled Provinces. . .’■(«) 
Wheal of all tile cereals thus came to lie the most important 
crop of the pi'ovince genei*ally and of tlie west United Prov- 
inces in particular. 

4. ()r the total area sown in tlie United Provinces, over 

ft() per cent, is under “food-grains and pulses”, and of th\^ 
latter over 81 per cent, is under wheat, rice, gram, barleVr 
jowar, bajra aiul maize together. The [ireseiit investigation 
has been (amfined to these latter cereals only. Accordingly 
tlie term “cereals” has, liereafler, been used so as to stand 
for wlu'at , rice, gram, barley, jowar, bajra and maize only. 
Table T below gives figures for the last ten years for the total 
area sown, the total area under “food-grains and pulses”, the 
areas under different cereals and the total area under cereals. 

<fj) Morilsnii- Non- (ItMigriipliy ol tlio frutian J-iiiipirt* nrifl Ct'vlon. 



Tabi.k 1— .Iroa xotni (iotal aiu] umter irrcals^ in the Vniled ProWnce^ (1926— 36) 

(ill ilnnffunit] arrr.s^ 


( 3 ) 
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iTnx>OTtance 
of wheat 
with regard 
to area, 
yield. 


( 4 ) 

-5; -li will be «een from the above Table tliat aboni 25 
per cent, of the total area iincler cereals is sown under wheat. 
With regard to yield alst), wheat takes the leading position 
amongst the cereals, the share of w-lieat in the total yield of 
cereals in the United Provinces being just below 20 i)er cent. 
Table II below' gives figures of the yield of different cereals 
during the last ten years. 



Table IT — Yield of cerenU in the United Provinccfi (1926 — 36) 
(in fhtntsand totOi) 

I YieM ol'— - 


( 6 ) 



2,631 1,790 1.446 1,576 601 .394 786 9,144 
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and external 
trade. 


6. Tlie figures of export and import, given in Table 111 
below, bring out the commercial importance of wheat 
amongst cereals. It will be observed that the exports of 
wheat and wheat flour from the United Provinces in 1933-34 
were just below 40 per cent, of the total exports of “gi'ain, 
pulse and flour.” This percentage has, however, declined 
(luring the last two years to about 25. If the total volume 
of trade (exports plus imports) in ‘‘grain, pulse and flour” be 
taken into account, wheat (including wheat flour) accounts 
for above 32 per cent, in 19;)5-36. 



Taule III — E,vtfr}iat trade of the VniUd Provinces incrrrals 
(in thousand ions) 
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Wheat the 
• «ropr(?seiita- 
live cereal. 


Nature of 
i nformat ion. 


Cereals from 
the producer 
to the 
cofiaumer — 

various 

tages. 


Of all tltf! ccreais, t Ircref ere, “ wheat easily cornnva.. .' 
the gTeatest inn)()rtance. Accordingly greater attention ha?? 
been [>aul in tliis investigation to the study of the prices and 
other infornijition relating to wdieat than of those concern- 
ing otlier cereals. Uiit while the facts stated and the 
inrereiu*es deduced from them apply strictly, when no [>arti- 
ciilar cereal is specified, to wheat only, they would witli 
sligid modifications, hold true more or less equally of tiie 
olheT’ cereals also. Where, however, material dilTcrencos 
have heen ol)servcd, they have been 8ei)arately stated. The 
proceduie or the method adopted isi, however, essentially 
general and can be applied to any other cereal. 

S. The facts stated in the following i)ages are based on 
personal inqifiries a/id observation in a miml)er of villages in 
all ilie piincipal districts of tlie province as well as in the 
viand is Onarket places) for cereals scattered throughout the 
province. While conditions have been found to vary consi- 
derably from one end of the province to the other, an attempt 
has Ix'en made* to deduce from tlie heterogenous mass of in- 
formaiion collected, facts which may he taken to be repre- 
sentative of the (H)nditions in the province generally. WheiK 
however, the practices (nirrent in any important region 
have heen found to be materially different from the 
general run, they have been separately s[)ecifi(xl and a refer- 
ence has been made to the particular localities to which 
they a[)[)ly. I'lidcr the circumstances, the figures arrived at 
foi variables like prices and niandi charges are necessarily 
of the nature of an ‘ avei'agc'’. The average prices have, 
for pvirpost*^ of comparison, been generally based on tlu' figures 
for tlie last three vcnus not only because the required statis- 
tics were not always available for a longer period hut also 
because the conditions: affecting tlio price-level have so clianged 
during recent years tl\at the prices in the more distant past 
would hardly he real to the existing conditions. Unfortu- 
nately e\cn the last tliree years have by no means been com- 
pletely normal; consequently in some places figures for the 
last year alone have been considered. The conclusions 
arrived at in tliis investigation have tlierefore to he consi- 
dered in the light of these limitations. 

0. From the field where they are grown dowm to the 
home of the consumer, cereals generally pass through 
several stages. In the village itself the producer may sell 
his sui-plns produce to the village sahukar (money-lenderl, 
the zainindiir (landlord), the local or the itinerant beopari 
(tradesman), or even occasional buyers from the neighbouring 
viandis. Thence it ordinarily passes, immediately or after 
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some time, to tlio iiei'^hboiiriug mandi whicli is situated eitlier 

in a bij^’ village or a snjall town. These uiandis, in general, 

liave more or less well-defined spheres of intlneiiee and are 

Piifficiently well known both in the rural neigliboiirhood for' 

their eoniiiiereial iinporlance and to the other tncnidis of 

the region fur theij- stocks and supplies of agricultural 

jnoduce. From these uiandis the grain further moves on, 

ihrongh and to l>igger and more iniporiant humdis, until it 

reaches the consumer in the |uovince or is eX|)orted outside the 

I’nited Ihoviiices. The exact nuniher of stages throiigli which aiffereur. \n 

cereals pass from the place of their prodiiclion to the home dififeront 

of the consumer cannot l)e definitely stated for all cases, 

the actual miiul)er de|)eiKls ])riniariiy upon the geograpincal 

posit. on of the ^'illage and its e('onomi(* distance from the 

viandis of tlie ?-egion and secondarily upon the economic and 

social conditions in ihe village, "riie mmihei- also depends 

upon the conditions existing in the neighlKUiring mandi-s 

ami in some cases, upon siurh indcfmal)le factors as the whim 

of the |)roducer. 

10. It may, howtwer, l)e assumed that in a typical in- typical 
stance, cereals are taken for sale from the village = 

hy a br(tfKtn\ or in a few cases hv the producei* liitnself, 
the economically nearest maudi situated generally in a big 
village or a small town, and that from this viaridi the (jcieals 
are ex|)orted to a bigger central mandi for local consiimption 
or for cx[)ort outside the region or tlie province. This central 
hutudi is generally situated in a big town or a city and stands 
at the top of the marketing organisation for the sale and ex- 
]u>rt of the sur|)liis produce of the region or for importing 
cereals from outside if the region consumes more tlian it pro- 
duces. Such mandfs naturally exercise great inlluence and the *• f 4 P„on- 
control on the price. The term “secondary inandis'^ has daiy’' 
been used to denote the smaller maudijs to wliich cereals are 
taken diiect fioin the villages and whose main function is to 
collect local produce and forward it to the central 
The cential mandi has been called the “principal 
hlxamplcs of tin? p! inci[)al mandis ha* cereals in the province mandi. 
are Ti a |)nr , Chanda iisi , Ghaziabad , Mccrnt , M uzafTarnagar , 
Saharanpur, Tkxreilly, (’awnpore, Allahabad, and Benares ; 
while tlio secondary mandis for cereals include Barant 
( IMeerut > , Khatanli (Muzaffariiagar) , Gangoh (Saha i*an pur) , 

Kliurja (Bulandshahr), Atarra (Banda), Chirgaon (Jhanai) 
and a host of others, in every district. 

ill. A secondary mandi forms an important link between 
the principal mandi and the villages all around. A immber the secondry 
of secondary mandis^ may be imagined as ai)pended to every 
principal mandi. These secondary mandiH lie, as it were, 
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together 

fbriij a 

complete 

regional 

inarketing 

unit. 


The 

(iiHlinciion 
between 
80i; Diidary 
and principal 
t/uindis i 8 
not rigid ; 


the two 
classes are 
not exclusive 
but 

practically 
«listinguish- 
able ; 


on a circle wluxse centre is tlie principal mandi, and connec j 
with the latter a large mniibcr of villages whose sijrj>lus pro- 
duce Hows down to that })i\ncipal ruandi through their 
inediuni and which may he supposed to lie within a bigger, 
concentric circle. The length of tlic radius of this latter 
(bigger) circle is determined by certain economic causes like 
the level of prices in the mandL the cost of transportniiou 
including octroi duties (if any) and the "luandi charges*’ and 
other expenses incujTed by tl‘e seller, as well as, in not a 
few case.s, by certain non-economic factors including tradi- 
tion and social influence or j)ressure. Tlie principal niandi 
stands as the representative of tlie entdo I'egion defined by 
the outer circle, taking stock of changes in the prices and 
trade conditions outside the region and province, on the one 
hand, and keeping in tcaich w.th its own region with the 
helj) of its sub-nn/nd/.s*, that is. the se(*()ndary mandif: of the 
region, on (he other hand. Thus if a. single principal ntatid> 
were to l>e chosen as represen! at ive of the wliole provinc*.', 
the eJjoice w(juld he made from amongst ihe biggest and the 
most influential piMici|>al inaitdis of tlie pio\in(a\ A ivpre- 
sentative se(*ondary mmidi, on the other liand, must he il:e 
type of its class and must tliereforo stand not at tlie tup 
hut about tlu» middle of the wliole gi’oiip. There might tlms 
1)0 more (lian one stx.*ondary mandis which could he (diosen 
as rcpr(?sontativc of the class. 

12. It is aj)parent that the line of deinaication between 
the priiKvipal hiandis and the secondary inaudis cannot be 
very precise. Secondary niandis, for instance, must include, 
on the one Jiand, small rural trading centres like Kandiila 
(Mii/aflarnagar.) and Mundera ((iorakli|)ur) and on the other, 
fairly well-organised mandis like Shamli (Muzatfarnagar^ and 
IVohaud (Saliaranpur). A^'or can the two classes he exactly 
defined. A good number of the so-classed secondary ninndis 
export cereals directly outside tlie province. Shamli, for 
example, exjiorts wheat to Idelhi and IHiliar, and Deoband 
to Calcutta. So also practically all the ])rin(‘ipal nutridis 
receive a (juantity of cereals, large or small, directly from the 
villages. The same mandi may thejefore function both as a 
pjincipal and as a secondary mandi. It may, however, be 
pointed out: that at any particular lime oi' as far as any parti- 
cular transaction is concerned, a mandi is either a. principal 
mandi (for example, when exj)ortiug cereals directly outside 
the province) or a secondary mandi (when, for instanco?, 
receiving cereals directly from the villages). The two classes 
are not exclusive and therefore overlap but their functions 
are fairly well defined, and generally, a mandi is to be said 
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to belong to one class or the other according as a major por- 
tion of its normal work partakes more of the nature of the 
functions of the one class or of the other («). The above the 
classification distinguishing between the principal niaudis iiistiuction 
and the secondary mandis is, lanvever, not vital to the 
ject ; it has been made in order that it may facilitate a clear but helpful, 
analysis of the factors affecting tlie prices of cereals in the 
l-nited l^rovinces at different stages. 

33. Each stage through wliich cereals pass on tlieir way 
to the final consuiner adds a middleman wIjo lias to be re- probleiu— 
iinhiirsed foi* tlie services he lenders; each one tends to widen 
the difference between tlie ]>rice obtained hv the ])rodiicer 
and the price jiaid l)> the ultimate consumer. The prices of 
cereals in tlie village, in tlie secondary inandiyt and the prin- 
cifial iiiaudi are thus different. Even at the same place the 
prices are different at different times of the year. How are 
these different jirices determined and what is tlie natui’e and 
till* e.xtent of the difference normally e..Kisting lu‘t\veeii ilienr? 

This is the fundamental jiroblem the solution of wliicli has 
been attemjited in the following pages. Ilie prohlem 
resolves itself into three distinct [larts : 

(a) the determination of the. factors which influence 
tlie fixation of the different firices; 

tlie determination of the normal difference between 
the prices in the mandiH and the price in the village; inid 
ir) the determination of the normal differeiiee lietwcen 
p'lices at different times. 

14. The importance and tlie necc.ssity of an investigation 
into tlie factors wlncli determine the jirices of cereals can importance 
hardly he ovej-empliasised in a province like the TTiited 
I’rovinces wheie not only docs agriculture predominate hid ' 

cereals occupy the leading position amongst the crofis raised prohiom— 
from land. It is nceessaiw for profitable cultivation that a thoroiation 
suitable price be obtainable to the producers. This, how- botwoen 
ever, is possible only wlien adequate facilities for inarketing 
and tiade are available. The United Provinces at lacsent ^ 
produce, for example, more wdieat than they consume, so 
tliat outlets for the export of surplus wheat are uccessarv. 

Table lY below' gives figures for the (jiianlitv of Indian 
exports and imports of wheat during the last fifteen >ears, 
while Table V compares the quantity of external trade 
(exports and imports) of the Ignited Provinces in wlieat and 
wheal flour during the last tlu'ee years wnth that during 
1920-21. 

(a) The distinction between the funi-tions of the principal mandis and 
the secondary mundis is made clearer in i>aragraph 21, post. 
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Tari.k tv. — Foreign trode of India in wheat (1921 — 36) 
{in thousand tons) 


Year 

Exports 

Import!!} 

Not exports 

(1) 

(2) 

(3) 

(4) 

1921-22 


81 

440 

—35!) 

1922 2:i 


220 

19 

+ 201 

1923 24 


938 

12 

+fl2ti 

1924 2.J 


1,112 

4 

4-1,108 

I92r> 29 


212 

35 

+ 177 

1920 27 


176 

40 

+ 136 

1927 28 


300 

69 

+ :i31 

1928 29 


115 

.562 

— 447 

1929 30 


13 

357 

—344 

1930-3 1 


197 

232 

—35 

1931-32 


20 

111 

—91 

1932-33 


2 

33 

—31 

1933 34 


2 

18 

— 16 

l934-3ri 


11 

7 

+ 4 

193A-.30 


10 

13 

—3 


Taki.e V — EHental trade of the United Provinces in wheat and 
wheat flour (in thousand tons) 


Year 

Exports 

Imports 

Net exports 

(1) 

(2) 

(3) 

(•♦) 

1920-21 


233 

148 

+ 85 


♦ 

* 

* 

* 

1933-34 

, , , , 

185 

67 

+ 118 

1934-35 

. . . . 

95 

107 

—12 

1935-36 


94 

163 

—69 


IT). The {^[eak for tlieiiiselvea. From an exporter 

of ot wlieat, India turned into an importer of wheat in J 928-29. 
The (competition of foreij^n wheat w^as felt so strongly by the 
Indian ajirieiilturist that wdth a view to protect him from com- 
ph^te ruin, a duty of J^s.2 per cvvt. was levied in March, 1931 
on all foreign wheat imported into India. Tlie foreign trade of 
India in wheat has since then been insignificant. Tn view of the 
lai-ge stocks of wheat at present held in the foreign markets, 
the reduction in the cost of production of w'heat in foreign 
(countries chiefly due to large scale production and mechanisa- 
tion of agriculture, and the bacckward state of Indian agricul- 
ture, the (chances of India regaining her export f foreign) trade 
in wdieat in the near future are remote, except during exigencies 
of war or as a result (jf similar temporary and abnormal factors. 
Attention has therefore to be conecentrated on the development 
of inter-pr()vin(;ial trade and on finding suitable markets for 
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the United Provinces’ wheat within the country. Fifjures 
ill column (4 - of Table V above indicate that the ITnited Prov- 
inces have followed India in changiiif** from an o\|M)i1er 
to an importer. Trade is a ‘‘function” of ])rices; 
the comparative level of prices in any two areas tends 
to decide the direction and the mapiitude of the flow <if prices oml 
trade between them. On the prices of wheal and other 
<*ereals in the princifial wandis of tlie United Prov.nces in 
relation to the outside markets therefore depend tlu‘ nature 
and the amount of the external trade of the province in ceieals. 

The usefulness of a study of the different faclors whidi at 
piesent intluence iJie piices of wheat and other cereals in tlie 
United Provinces is thus evident. 

]6. The second part of tlie main problem is the deterinin;). thesocunU 
lion of tlie normal difference between (he prices in the nmmUs problem— 
and the price in the vilhif^e. A certain dilTcreiu'e must: 
alwav/s exist between the jvrice paid by the ultimate consumer 
and the [irice obtained I>y tlie producer, but a minimisation of 
this difference w^ould be in the interests not only of tlie pro- 
ducer hut also of the consumei*. The cultivator is poor. Every 
addition to his existin*^ income, howsoever small, would be the 
welcome relief to him. While the desirability of an attempt t-o cultivator 
increaso the yield from land cannot be too stronj^dy siressed, it 
is at; the same time necessary that the cultivator should 
enalded to secure for himself a proper value for his p)*odvice. prices h© 
Unless the cultivator gets a proiier price for what he has to sell, obtains 
he cannot obtain the full benefits of any scheme devised 
increase the yield from land. It is necessaiv to minimise the 
difference between the price paid by the consumer and tlie 
price obtained by the cultivator if a major portion of the bene- 
fit of increased j ield fiom land is not to be appropriated by a 
class of persons other than tfiose for whom it is intended. It 
will be seen that this difference as it exists at present admits of 
considerable reduction. It is therefore necessary, if only by 
way of diagnosis, to inve.stigate this second prolilem, which jp, ^ 'Haguosis, 
in fact, no less important than the first. 

17. The problem of determining the normal difference the third 
l)etw^een prices of cereals at different times is by no means problem— 
miimpoi*tant. .Tnst as prices must differ from place to place 
on account of factors like the cost of transportation, so must 
they also differ from time to time due to the cost of stocking, 
etc. A minimisation of this difference would benefit the con- 
sumers, especially those — and their nuinber is considernbly the disparity 
large — who lead a hand-to-mouth life. A point of special between 
importance and interest under this problem is the great dis- 
parity that at present exists between the prices of cereals at prices. 
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liarvest and sowingf times. It will be seen that the cultivator 
has, by force of circumstances, to sell his produce at abnor- 
mally low prices and to borrow or buy his seed at abiiormally 
lulih prices. Tf the two prices were nearer to each other, the 
cultivator’s cost of production would be reduced and/or he 
would {^et more money in exchange for his produce, so that the 
surplus left to liirn would be greater. The seasonal variations 
in prices have, however, to be distinguished from those due to 
[)eriodic or accidental plienomeiia, unscientific speculation or 
other spe(*ial causes. 

18. Tlie first of the three ])roblems specified in parr^ii^raph 
l^i uhove is dejilt with in the next four (•haplers, the second in 
Chapters V\\ \’1I aiid YIFJ and the third in C’hapter IX. 
Chajjler II naces the lelation— the nature of the difference — 
between tJie prices in the principal mandi, the secondary 
mnndirs and the villages; and by establishing one of these 
(that is, tlie jirice in the principal mandi) as the basic price 
li'om wliicli the other two could be dediiCHid, reduces the 
jiroblem of the determination of these tlnee different prices 
separately to tliat of determining only one. Chapters 111 and 
IV are devoted to an examination of the influences affecting this 
basic price, that is, the price in the principal mandi. Chapter 
I II. dealing with foreign influences and considering the prices in 
India and the Ignited Provinces in relation to foreign prices, and 
Cluii)ter f\‘ with Indian influences within and wnthont the 
pro\'ince. Cliapter V sums up the wdiole problem, investigates 
into the various factors affecting the l)a.sic price and brings out 
the importance of speculation. Of the next three Chapters, 
which deal with the determination of the actual difference 
normally existing betw(*en the prices at different places, 
Cliapter VI is devoted to the calculatit)n of the difference 
between the prices in the principal mandi and the secondary 
mandis. (’hapters VI I and VTTT deal w^ith the price to 
the cultivator in the village; (’hai)ler VII recounts, in general, 
the influences w'hicli aft'cei this price and wdiich, ordinarily, 
weaken the position of the cultivator in the village as 
seller, while in Cha})ter Vlil the actual differences normally 
existing between the price in the village and the prices 
in tlie secondarv as well as the principal ynandis have 
been calculated. In the last, that is, the ninth chapter the 
third jiart of the main problem, viz., the determination of Mie 
normal difference between prices at different times has been 
tnken uj). and after considering the general factors wdiich 
contril)nte to this difiference, an attempt has been made to 
calcnlate the difference that should nonnally exist between the 
prices at harvest and sowing times. 
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CHAPTER II 


Thi: relation ukt\vkp:\ nirFKRKNT pric ks 

1\K TIjo first (juestion which arises in ccinnection with the 
determination of tlie factors which inlEliience tlie prices in tlic 
villages, I he secondary mandis and tlie principal vioinJi is relation, 
wliether these dilfcrent prices are in any way related to one 
another, and if they are, what the nature of that relation is. 

It a snitahle lolation he found to exist between them, it may 
not he necessaiy to investigate separately how' each of tliese 
tluee prices is determined. For, it might he fiossihle on tlie 
stiength of such a relation not only to infor how the other 
[)r ices ate determined wlien one of them is fixed, but also to 
find out the difference usually existing between them. 


*20. When the crops have bc'cii harvested and cereals are 
ready for sale, the jii-odncer in the village begins to display a 
keener and more personal interest in the prices in the uiandi 
or liiundis close to his village. He looks upon the rates pre- 
vailing in the ^n<nidi,s as tlie basis of the price at which ho is ro 
sell his p]*oduce. Dnrinig the period when the villages have 
got -omething to sell— -for example, the months of May and 
rlune Cor the sale? of wheat — there comes to exist practically a 
(lailvr communication between the villages and these inandis. 
Ck'iiorally some per.sons go to tlie tiiandi early in the mornitig 
and return the same evening after making their sales and 
piucliases. These |)ersons broadcast the pric?e8 to the fieoglo 
in tlie village. WJien late in the evening the villagers sit 
down togethei’ and cliat at a common meeting place in the vil- 
lage, it is a ijut'stion of common interest whether any person 
went to the mavdl during the day and what news lu? had to 
iiive concerning the prices. 'Phe local banias (merchants) 
interested in the purchase of wlioat and otlier cereals from tlio 
village, of course, fake special steps to kee[) themselves in 
constant touch with the clianges in the prices in the neigh- 
honring mandis. When, tlicrefore, an actual bargain is enter- 
ed into in the village, both the producer-seller and the middle- 
nian-huyer keep in tlieir mind the mandi pnee as the basis of 
their contract, this price? (assuming that they arc both ecpially 
informed) being modified to an extent determined in some 
cases l>y tradition but generally by mutual haggling. If the 
producer liimself takes his grain to the mandi, the imyiortance 
of the mandi price as a factor influencing the price obtained by 
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the cultivator becomes evidently supreme ; for, after the culti- 
vator has reached his arhaiV.^ (coniniissioii a^jent’s) shop 
in llie mmiili, he has little left to do except to receive 
the money wlien the prain has been sold. The basis of tlie 
villape pri(‘e is therefore the price rulii>'i' in the vwndi or 
7n<ni(Hs whose *‘.sj)liere of influence’’ covers the villape in 
question. 

‘21. The price iji the secoiularv mauflis is, similarly, 
dependent on Ihe price in tlie principal niandi. liusiiK-'ssiiien 
in these compaiatively small vidudis keej) in touch, by cor- 
resopiidence and otherwise, with the nrhais in the jirincipal 
mondi. When, therefore, the urliatis in the secondary 
niaridis buy from the cultivator or from the hauio (or aJiy 
oilier tyjie of middleman from tlie villape), they take into 
account the jiricc in tlie principal maudi and modify it in 
ac(*ordan(*e witli the incidental ex|)enses like the cost of trans- 
portation and their own marpin df wapes and profits. Tlnis 
the prices in ihe secondary vinndifi follow the course of llic 
price in tlie principal maudi of the region ; this latter price 
may therefore he called the “basic” price. 

‘22. Before jiroceedinp to an analysis of this liasic price, 
attention must be drawn to the existence and practical 
importance of what is known as ” price-lap.” Price-lap is a 
direct result of imperfect communications. Ttie price in llio 
principal maudi chanpes almost every day, if not every, few 
hours, and while tlie price in the secondary mandis lends to 
follow the chanpes in the price in the principal maudi, it 
naturally cannot keep pace witli the latter. As a lesiilt, the 
chanpes in the pri(;c in a secondary maudi aie not exactly 
identical with, but a rough averape of, tlie changes that have 
taken place in the price in the jiriiicipal maudi since the last 
chaiDge in the price in the secondaiy viandi. The price-lap 
is tlie more marked in the case of tlie price in the villaf^e in 
its relation to that in the secondary mandU on account of 
inelficicnt means of communication between the villages and 
the mandis and tlie inactivity and lack of skill on the part 
of the cultivator in ihe matter of selling his produce at the 
best price. The phenomenon of ))rice-lap is one of the n.ost 
important amongst those which generally secure abnormal 
profits to the businessmen in the secondary lunndis. 

23. The pj'ice in the jaincipal maudi, it has been seen, 
is the basic price. It affects the price in the secondary 
mandis, and also the price in the villages either directly or 
tlirough the smaller m(imlu‘ which directly determine the 
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price in the tillages. This, however, appears to be in con- 
tradiction to economic theory, according to which price is the 
result of tlie inter-action between supply and demand. An 
exporting principal mandi represents the demand side in 
relation to the secondai-y mandis or directly to the villages, 
whiclj are the ultimate suppliers. The two sides shrJiild, in 
adherence to strict economic theory, play more or less an 
equal part in deteiTniiiing the price. In fact, cereals being 
of the nature of non-perishable fominodiiies, the supply ride 
sJiould play relatively a more important j)art in tlie fixtition 
of price. The statement that the price in the princi|',al apponrs to 
viandi is the basic price, wliitdi determines flic prices in the 
secondary mandis and tlie villages appears, however, to anormUy; 
ignore the importance of the supply factor altugetlier. How 
then is it to be reconciled with econoinit*. tbeoryi? Or, does 
it form an imporlant exception to the general doertrines*:^ 

iJ4. The apparent economic anomaly broiighi out in the the principttl 
preceding paragrapli arises from the highly complex character 
of the price in the principal mandi, wliicli has to take 
account many and various inliriencf^s, namely, (i) the conditions 
of sujiply (and demand) in the smaller mandis and in the vil- 
lages situated in the region, (ii) the conditions of demands (and 
su])[)ly) in the mandis oui.side the province, and (iii) the condi- 
tions of demand and supply in tJie rival mandis in tlie province, 
s[)ecially those in the neighbourhood. "I’he princirial mandi 
lias to analyse the existing conditions and to e\tra]iolate, as 
accurately as possible, the conditions in the near as w’cll as 
the distant future. It has to take stock of all tliese influences 
and conditions, to resolve the countencting forces, co-ordinate 
the like and the unlike, balance the strength of the two and 
mould the net effect into one definite resultant, one ruling 
price. The secondary mandis act similarly but on compara- 
tively a veryi small s(!ale. They take into account the factois 
of supply (and demand) only witliin the sphere of tljcir 
influence, which is limited. The principal mandi has by far 
a wider sphere; the small mandi is only one of the many 
equally big as well as bigger mamlis wdiicji report to it. Tlie 
small mandi, too, lia^; to consider the conditions in a number 
of its own reporting units — the villatges. But these villages 
together generally form one compact region, homogeneous in 
character and affv^cted in a similar manner by comnMjn 
influences like the conditions of the w'eather, the crops, etc. 

The component parts of the principal mandi lie compara- 
tively far and wide, in all directions, and their character is 
varied. Possibly the rejwts from these units do not all point 
the same w^ay. The function of the principal mandi is co 
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give to each mb-mamli the benefit of its knowledge of condi- 
tions of supply and demand, existing and prospective, in other 
small and big mavdis and therebvi to place the price in the 
suh-»Mi»j.dj at par and in conformity with the prices in the 
other imndia and markets. 

25. The conditions of .supply (and demand) in the secon- 
dary mnndis thus do have a lasting influence on the price, 
trifling though it may be in individual cases, but that influence 
is exerted not directly hut through the principal mandi. Tf, 
for example, a small mandi ha])pens to receive on a particu- 
lai- day an amount of wheat far in excess of the daily expecta- 
tion, the price in (he mandi w'ill, in all probablity, undergo a 
fall but this fall wall tend to be temporary and short-lived. 
If. however, the supply continues to he excessive, it will 
}^a^•e its repercussions on the price in the principal mandi, 
wliich will consider this excessive supply in one of its sui>- 
mandis in the light of reports from the other mh-rnav.dis. 
With a change in the price in the principal mandi the price 
in all tile mh-mandb will undergo a change, which will tend 
to he permanent and stable. While therefore it appears that 
the price in the secondarvt mandis is directly and that in the 
villages is indirectly, completely dependent on the price in 
the priiicipal mandi (ignoring factors like the cost of trans- 
portation and mandi charges), it is not correct to understand 
that the conditions of .supjdv faiul dctiiand' obtaining in the 
village.s and the small mandis have no play in the determina- 
tion of the final [irice. The influences represented by the 
conditions of supply (and demand) in the villages and the 
secojidarv mandis liavc already been fully accounted for 
in the firocess of the fixation of the basic price — their net 
effect is included in the prevailing basic price. The 
phenomenon of the interaction between supply and demand 
thus does take [ilace but, probably from considerations of 
practical convenience and facility. Indirectly and under 
co\ er. 

2G. The prices in the village, the secondary mandi and 
the principal mandi are then related to one another, and the 
price in the firincipal mandi is the basic price for the other 
two. F.vidently the extent of the difference between the 
village price and the mandi j)rice will depend, along with other 
factors, upon the |x>sition of the village in relation to the- 
mandi and will therefore vary according to the circumstances 
of eacdi particular case. The general caiises of this difference- 
may, however, be mentioned here. The economic causes are 
essentially the same for both the difference between the village- 
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I)rice and the price in the secondary mandi and that between 
the latter and the price in the princi^jal mandi. Tn brief, 
they include the cost of transportation, octroi duties or 
terminal taxes, if any, and the expenses incurred in selling, 
that is, the niaiidi charges including the middlemen's 
normal wages and profits. In addition to these causes, 
however, there are extra-economic influences working in a 
large number of villages, which tend to reduce the price 
which the cultivator would normally obtain for his produce. 
These include social pressui*e, the cultivator's general poverty 
and indebtedness, the fact that the seed he sows is generally 
borrowed, the smallness of the quantity of his surplus 
produce and his general illiteracy find ignorance contri- 
buting in many cases to uneconomic behaviour on his part. 
The individual and joint effects of all these factors, economic 
and others, though they w’ould differ according to the 
position and circurnstanoes of each locality, can be deter- 
mined with fair accuracy in any particular case, and have 
been calculated in the appropriate chapters. The nature cf 
the relation between the different prices being thn?; known, 
it will be sufficient for the purpose of knowing how each of 
them is determined, to investigate the factors determining 
the basic price and thereafter to find a measure of the average 
or usual difference betw’cen the basic price and the price ifi 
the secondarv’ mandis on the one hand and betw'-een the latter 
and the price in the villages on the other. 
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CHAPTER III 

The Pkice ix the Prixcix^ai. Mandi : 

Foreign Influences 

27. Of the principal mandis for wheat in the United 
Provinces, Hapur is easily the biggest and the most important 
on account of not only the volume of grain handled and the 
!)usiness transacted but also the efficiency of the organization 
of market and speculation. Consequently in all questions 
involving comparison with prices or other conditions outside 
the province, TTapur has been taken to be the representative 
jrt'incipal mandi for cereals in the United Provinces (fl). Again, 
as far as foreign markets are concerned, wheat of all the 
ceicals is the commodity in which the United Provinces are 
most, interested. 

28. To measure the efTeets of foreign influences on Indian 
prices, the prices at the IndLan ports are to be considered. In 
order, therefore, to find out the effect of foreign prices of 
cereals on tliose in the United Provinces, it would be suffi- 
cient to obtain a measure of the correlation between variations 
in the foreign prices of wheat and the prices of wheat at the 
Indian porta on the one hand, and the latter and the prices 
of wheat at Hapur on the other. Accordingly, the prices of 
wlieat at Hapur are compared with those at Karachi in Table 
VT below, wliicli gives the wholesale prices of wheat at Hapur 
and Karachi at the end of each month during the last three 
years, namely, from April, 1933 to March, 1936: 

Taiii.k ah — Monthly Wholesale Prices of W heat at Hapur and 
Karachi. (1933—36) 




Prices at Hapur (b) 

Prices at Karachi (r) 


(Rupees per maund) 

(Rupees pt’r candy) 


19.33-34 



April 


3-172 

22 •623 



3- 086 

23-375 


(al Cf. paragraph 11. 

(b) Prices of “Vracly l'hatti''—hy courtesy of the Mahabir Bcopar Mandal, 
Ltd., Hapur. 

u) Prices of “white wheat, wheat, 6 per (‘eut. barley, 3 per ceut. dirt, 
*30 per cc’iit. red” — “The Tiirliai) Trade Jonmal’’. 
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Pricpp at Hapur (a) 

Prices at Karachi (ft) 


(Kupee« per maund) 

(Rupees per candy) 

1033-34 — {conrld.) 




June 


3-082 

25-125 

July 


3-3-8 

26- 125 

August 



23-000 

September 

. 

2-461 

->3-000 

October 

. . 

2-35(1 

22 0» 

Xuvember 

. . 

2-260 

21 -500 

comber 

• ■ 

1053 

21 ■ 250 

January 

. . 

2-156 

21-500 

Fibi uaiy 

• • 

2-125 

21-600 

March 


1 • 875 

10 750 

1«I34 -:J5 


! 


April 


2-125 

20-250 

May 


2-250 

20-760 

June 


2-403 

21-250 

July 


2-406 

10-875 

August 


2-418 

21-375 

Septt rnber 


2-136 

19-623 

Octcber 


2-210 

20-125 

Noveml ©r 


2 - 36.3 

21 - 625 

December 


j 

1 2-336 

22 ■ 250 

January 


2-640 

24 ■ 375 

Februaiy 

• • 

2-260 

22-375 

March 

• • 

2-125 

21-375 


('0 Prices of resudy khatti *’ — by cour;e«y of tho ]V!flha) ir }.{i Oi ar 
IVIandaJy Ltd.. Hapur. 

(f ) Prices of “ white whtat, 5 per cent, i arley, .‘5 per cent, dirt, .'*0 ptr 
cent, red ” — ^Th© Indian Trade Journal. 
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Prices at Hapur (a) 

Prices at Karachi (b) 


(Rupees per inaund) 

(Rupees per candy) 

1936-36 



April 

2-260 

21-876 

May 

2-694 

22- 188 

June 

2 •555 

21-438 

July 

2-694 

22-438 

August 

2-463 

21-87- 

September 

2-688 

23-188 

October 

2-797 

1 

26-126 

November 

2-664 

24-875 

December 

2-600 

24-000 

January 

2-422 

23*313 

February 

2-376 

23- 188 

March 

2-461 

24-063 


29. The following statistical co-efficients are deduced from 
Table VI : 

Table \TI. 



Hapur 

Karachi 

:8tat]btical 

Co -efficients. 

Average price (Us. per maund) 

2-463 

2-797 

Standard deviation 

0- 326 

0-207 

Co*ef6cient of variation . . 

13-236% 

» ^ 

7-401% 
1 

Co -efficient of correlation (r) 

+ 0-774 

Probable error of (r) 

±0-045 


30. The conelatioii between Hapur and Karachi prices is 
contjiation. probable error very low. The co-efficient 


(«) Prices of “ ready A7itt/«i ” — by lourte.^y of the Mohabir Beopar 
MaudaS Ltd., Hapur. 

(^) Prices of white wheat, 5 per cent. barle3’, 3 per cent, diit, 30 
pi-r cent, red * — The Indian Trade Journal. 
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of correlation between weekly wholesale prices of w'heal at 
Hapur and Karachi during the same period works out to 
+ 0’819 with a pTObable error of + 0'(>28. The prices of wheat 
at Hapur and Karachi are, therefore, liighly (Correlated. A 
measure of correlation between the prices at the Indian ports 
and the foreign prices would, therefore, also serve as an 
approximate measure of correlation between Hapur price, i and 
foi-eigu prices. Table VI If' below gives the wliilesale prices 
of wheat in London and at Calcutta, and Bombay, at the end 
of each month during the three years from April, to 

March, 3930: 


Taui.k Vlll — Munthhj Wlmh’sule Prices oj Wheat at l.tnuiw, 
('nleniia and Bombay. 09.3^5 — 30) 


i 

{a) London 
prices 

('t)Ccilcutta 

prices 

(r) Bombay 
prices 

1933-34 




April 

23*250 

3*400 

4 503 

May 

25-250 

3*875 

4*8)3 

June 

2«* 750 

3* 750 

4*813 

July 

28-375 

3-ftl3 

4*938 

August 

24*250 

3*531 

4*025 

Septcmler .. 

23*750 


4 4.38 

October 

22* im 

2*009 

4- 188 

November . . 

23i50 

3*375 

4*313 

Df cember . . 

22*125 

3* 188 

3*750 

January 

22*375 

3*281 

3*938 

February . . 

21*000 

3*313 

4* 188 

March 

21*375 

3*031 

3 875 

0 34 35 




April 

22*000 

3 250 

3 938 

May 

23*500 

3*125 

4*125 


Lon 'ion, 
('aloutta an- 1 
Bombay 
prices : 


^ (a) Sliilliugs jier 480 lbs. of Australian 'alieat (cargoes), c.Li., paiccva, 
ftLlppiug current month — International Beview of Agriculture, Eome. 

(6) Kuf-»CB per maund, “club no. 2“ — Uhe Indian Trade Journal. 

(c) Hunoss per cwt., “Delhi no. 3, white pessy’*— The Indian Trade 
Jc ««aJ. 
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— 

1 

(a) I.,ondon 
pi ices 

(6) Calcutta 
prices 

(c) Bombay 
prices 

19S4-35— 

-{concld.) 



1 

Juno 


24*000 

3*156 

4*188 

July 


26 *7.50 

3 063 

4-00(» 

August 


29* 250 

3*156 

4-000 

Septoinhe j . 


i 27-750 

1 

j 2*938 

3-750 

Octol er 


1 25-250 

1 2*875 

3- 875 

1 

November . . 


2:1-750 

3- 123 

4- 003 

Decoinl>t‘r . . 


i 23- 123 

3*250 

4- 123 

.Tanuary 


23-600 

3*719 

4- 688 

I'obruary . . 


24-000 

3-375 

4- 313 

Matxh 

-• 

27-000 

3- 125 

4-063 

io»r> 

ao 

i 



April 

* * i 

28* 0(H) 

3*250 1 

4-3i:i 

May 


26-750 ! 

1 

3*250 ! 

4-250 

«lunc 

. . i 

i 26000 

1 

3* 250 1 

4-125 

July 

I 

•• i 

26-5(K) 1 

3*3i;i 

4*125 

August 

1 

! 

27*250 1 

3* 250 

4*125 

September , . 

i 

“ ! 

30- 750 

3*438 

4*3i;i 

October 

1 

•• i 

32-62.5 

3*656 

4*750 

Noveniber . . 

I 

29*250 

3 375 

4*563 

December . . 


30*750 

I 

3*500 

4 -56:1 

.lariiiary 


31*000 


4*39] 

February . . 


30*000 


4*406 

March 

•• 

30*750 


4*438 


(«/) Shillings jxr 480 lb. of Australian wheat (cargoe s), e.i.f., parook 
shipping current month— Internet ionol Review of Agriculture, Rome. 

(M)Rupeoe per maund, “ club no. 2 The Indian Trarlo Journal. 

(f) Rupees per ewt., “ Tielhi no. 1, white pessv The Indian Trade 
Joirinl. 
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•M. The different statistical co*eflicients 
loliows : 


Taulk IX 


work out 


statistical 
c O'OtTicieiits,. 


i 

i 

London 

Karachi 

1 ( aL'iitta 

1 

1 

Bombay 

Average pri«*(.» (Rs. | 
per maund). I 

2-905 

2-797 

1 3 314 

3- 130 

Standard deviation | 

0* 355 

U-207 

1 0 ;;4^ 

0-223 

roi:-tti< <»fvari- ! 

ution. 1 

12 014% 

7-401% 

! 7-34S% 

j 

7- 122% 

iont of cor- j 
i-elatioii between ! 
pri( es at London i 
and — . j 



j 4-0-220 

+ 0-3fi7 

corrolal i^>n^ 

Probable eiror of ! 
the c jeffifieiit ■ 

of correlati ^n. 

■ 

±0-092 

1 x.oin 

1 

1 

1 

. 0 097 


M2. The co-ct1i(.*ients of correlation arrived at above are 1^**^ 
low and liaving regard to their relatively high prol>able error **™f**^’’ “ ^ 

it may be said that there is little correlation between the 
]>rices imder consideration. In other words, foreign prices of 
wheat have had little influence on tliose at the Indian ports 
during the last three years. This is to be accounted for, al- 
most completely, by the existence, during the period under 
consideration, of a customs duty on wheat impoited into 
Tiritish India. The Wheat (Import Duty) Act w’as passed 
on the 5tli A[)ril, 19M1, levying an import duty on wheat of 
Hs.2 per cvvt. witli effect from the 20tli March, J9M1. This 
jale was continued until IMili April, 1UM5. vvlici] tht' 
duty was reduced to Re. I -8 per cw-t. With effect from the 
9th Aj)ril, 19M6. the duty on wdieat imported into India has 
been reduced to Ke.l [>er (?wt. Tm£X)rt duties, by hampering cioneral 
free competition, tend to break the unity of the world market, ptfect of 
with the result that world economy resolves itself into an 
aggiegate of more or less independent national economic 
systems. All influences due to changes in foreign prices are 
shut out by the invisible wall set up by an import duty. Tlie 
above result is thus in consonance with theoretical exi)ectM- 
tions. 

33. At the present, therefore, foreign influences play prac- Theexteat 
tically no part in the determination of the jwices of wheat in offheeflEect 
India and therefore in the United Provinces. The extent 
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to be to which Ihls is an eifect of the duty im^wsed on wheat im- 

meamired hy ported into India can be measured directly by the degree of 
coirelation existing between the prices of wdieat at London 
and Karachi before the duty was levied. Table X below 
gives the prices of wheat in Ijondon and at Karachi at the 
end of each month during the two years preceding the Wheat 
(InijKd't Dntv) .Act of 1981 , that is, from .April, 1929 to March, 
1981 ; 


London and 
Karachi 
prices before 
-the duty : 


Tari.k X—XIoiiihly 
and 

Wholesale Prices o 
Karachi. (1929 — 

f Wheat at Lonilon 
31) 


London pr;c.es (cr) 

Kara, hi piitcs (.' ) 


(Shiilings per quarter) 

(Riireea per c andy) 

1M29 30 



April 

44-750 

40-000 

May 

40- (HK) 

37-125 

June 

43-000 

30-500 

July 

52-250 

40-000 

August . . 

50-000 

40- 1:5 

S<ipteiTibor 

45 -.500 

40-000 

O. tobor . . 

42-000 

38-025 

November 

48-000 

38-500 

IJo.;ember 

48-750 

39-188 

Ja iuttry . , 

44-;>00 

30-375 

February 

40-500 

35- 260 

Mar. h 

39- 250 

32-500 

April 

30-750 

32-500 

May 

41 • Js50 

31-088 

J line 

37 -,500 

17-750 

sJuly 

36- 750 

20-500 

(a) IVicfs of “Australian wheat, c.i.f., shipping 
national Keview of Agriculture, Borne. 

(t») IViceB of ‘Punjabi White, 5 per cent, barley 
cent, red** — The Indian Trade Journal. 

current month” inter- 

, 3 per cent, dirt, 30 per 
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London Priies (o) 

! 

Karachi price5(^) 


i 

(Shillings per quarter) | 

i 

(Rupees per candy) 


1930-31— (cc^ncZd.) 


August 

35^50 

25 025 

September 

21/ -750 

21-000 

O. tober . , 

1’9- .'500 

2M88 

November 

27-250 

17 750 

Decern l>er 

25- .5(HI 

17-375 

J. nuajy .. 

21-750 

19-875 

February. . . . 

21 583 

19-250 

Mar.'h . . I 

1 

1 

21M»00 

19-000 


34. The following statistical coefficieiils are calculated 
from the above table : 

Table XI 



London 

Karachi 


Average piif.« (Rs. per maurid) . . 

4-290 

3-824 

Stinda'-d d -viation . . 

1-044 

1-038 

Oo-efficient of variation 

24*301% 

27-144% 

r ■ ■” ■ 

(.'o-efficient of correlation (r) 

1 4-0-894 

Probable error of (r) . . 1 

I 

j i 0-028 


85. The liigh coefficient of correlation, w^ith a low’ proba- 
ble error, goes to indicate that during the period preceding 
the imposition of import duty, the price of wheat at Karachi 
followed to a very marked degree the fluctuations in tlie foreign 
prices of wheat. At present, however, foreign prices have 
little influence in the Indian wheat market (c). The drastic and 
capricious character of the restrictions to which international 
trade in general and in cereals in particular has been subject 

(fl) Prices of “Australian wheat, c.i.f., shipping current month.” — 
Internationa] Review of Agrii Ultui^ Rome. 

(b) Prices of Punjab White, 5 per cent, barley, 3 per ?cnt. Jjit, 30 per 
cent, red.” — The Indian Trade Journal. 
paragraph 32. 


statistical 
CO -efficients. 


high 

correlation. 
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Foreign 
competition 
a potential 
inHuenco. 

Trade 

impediments 
and their 
effect : 


“ miscel- 
laneous •* 
charge's. 


and freights 


(luring the last few years has disorganized it to such an extent 
that of the former unity of the world market there is now left 
little more than a memory. It is, however, to be remembered 
that foreign competition is always a potential influence, if not 
an actual force, in the determination of prices. 

Besides customs duties, the other factors which 
contribute to the difference between prices of a commodity in 
any two countries at a particular period of time include — 

(J) freight charges, and . * 

(■2‘ “miscellaneous cffiarges’’ for loading and unloading, 
insurance, interest, commission, etc. 

(’ustofiis duty, freight charges (a) and “niiscellaneons” 
cliarges together thus nornally determine the difference between 
the prices of a. commodity in any two countries trading with 
cash other, and the difference in prices tends to vary directly in 
accordance with the clianges in any of these three items. So 
long as tlie difference between prices in any two countries is 
less than the sum of these three charges, trade canneff 
ordinarily take pla(*e between those two countries, but as soon 
as it tends to exceed this sum, exports would flow from one 
country to the other. Tt follows that these thrive items to- 
gether set a “limit’' to the difference in prices within which 
price in one country would be uninfluencccl by that in another 
but bri/uufl which the effect of foreign price and foreign 
competition would be resumed in spite of the existing duties 
and charges. In other words, if the price of a commodity in 
one country be taken as fixed, tliere would exist, (!orres[X)nd- 
ing to every given rate of import or export duty and freight 
and “miscellaneous” charges, certain “limits” to the price of 
that commoditv in another country beyond whic.h iinjx)rts or 
exports would take place. It would be interesting to calculate 
an approximation to such limits for the prices of Indian 
wheat in comj>etition with Australian wheat in the London 
and the Indian wheat markets. 

»)7. The “ miscellaneous ” (charges generally work out 
to a trifling amount and their rates do not, under normal 
circunistances, vary materially from time to lime or place to 
place within a country, l^esides, in a comparison of the rela- 
tive positions of two countries in respect of export or import of 
a commodity, these charges appear on both the sides and more- 
or less cancel. Freight charges, how^ever, play an important 
part in determining the direction of trade. Table XTI 
below gives the rates of freight on wheat from Karachi and 
W estern Australia to London at the end of each month during 
the period from April, 1929 to March, 1931, and from April, 
1933 to Marcli, 1936, along with their annual averages: 


(fl) TncliiJiing duties of octroi, etc., if any. 







n.q.»unt f]Uuted. {a) From tht' Indian Irado Journal. Kates on full cargoes — ^'Fhe Intt'inational Review of Agriculture* liome. 
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Failure of 

Indian 

exports 

statistically 

explained. 


Presfmt 
“ limiting** 
price for 
Indian 
exports 


38. The average price of wheat at Karachi during the 
period from April, 19*29 to March, 1931, was Rs.3'824 per 
uiaiind ftt). The average freight mte on wheat from Karachi 
to London during the same period was Re.0‘480 per maund. 
The average price of Karachi wheat in London during the 
two years preceding the imiassition of duty, therefore, roughly 
works out to Ils,(3'824 +0‘4is0) or Ks.4'304 per maund 
the charges per maund for loading and unloading, insurance, 
interest, commission, etc. The average price of Australian 
wheat in London during the same period was Es.4'296 per 
inaund(a). There was thus a minimum difference of 
l;e.0‘0l'8 per maund in favour of Australian wheat, fn addi- 
tion lo its comparative cheapness in the Loniion market, the 
Australian wheat was of a superior quality as compared to 
Karachi wlieat which includes “5 per cent, barley, 3 i)er cent, 
diit and 30 per cent, red grains”. Consequently India could 
not maintain her exjxnls of wheat against the competition 
from Australia. Indeed. Australian wlieat successfully 
competed with Indian wheat even in the Calcutta market. 

30. Considering the |H'riod from April, 1033 to March, 
19.30, the aveiage price of Australian wheat in London has 
hecMi Ks.2’9.i:‘) per niaundd)), and the average freight rate on 
wlioat from Karachi to Tjondon during the same period has 
been '22'0 sh. per 18 c\vi. or Tle.0'fi21 per maund. As 
long, therefore, as the price of Australian wheat in London 
remains at the level of Rs.2’055 i)er maund. the price of 
Indian wheat at Karachi, if it is to conqiete successfully with 
the Australian wheat in the London market, must not exceed 
Rs.f’l'Oo:) — ()-021) or Tts.2'334 per rnaund. If the “miscel- 
laneous” charges are taken into account, the “maximum 
limit” has to bo lowered still further. It must be, however, 
clearly borne in mind that if the prices of Australian wheat 
or the rates of freight vary so as to materially alter the relative 
positions of the two countries as suppliers of wheat in the 
London market, the “limit” given above will have to be 
modified accordingly. But provided the freight rates on 
wheat from Australia and Karachi to London do not vary so 
as to disturb the relative strength of Australia and India, a 
similar “limiting” price conld always be obtained by raisin? 
or low'ering the above price to the extent to which the price 
of Australian wheat in London goes up or down. The figure 
of Rs.2*334 per maund as the maximum price-limit for the 
export of Indian wheat will also have to be modified in accord- 
ance with the difference in the quality of grain of the two 

(o) Vide Tabic XT. (h) Vide Table IX. 
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countries. It will be noted that the actual average price of 
w'heat at Karachi during 1933 — 36 has been .Rs.2'797 per 
maund (</>, i.e., l{e.i)'463 per niaund higher than the inaximuni 
price calculated above. 

40. The price-limits at which .\ustmlian wheat can success- Austruiia» 
fully compete with Indian wheat in the (.'alcutta market 
under different conditions may also be similarly calculated. dut.y, 
subject to the assnniptious and leservations mentioned in the 
preceding paragraf)li. The average freight rate on wheat liom 
Australia to London during 1929 — 31 was Ile.0'G6,5' per 
maund. The price of Australian wheat in Australia during 
that period was, therefore roughlv Rs.(l'29(; — 0 t)().5‘ or 

Rs.:V63] per maund minus charges per maund for loading and 
unloading, insurance, interest, cornmissiun. etc. The differ- 
ence between the average price of .Australian wheat in 
Australia and Kai'achi wheat in Karachi during 1929 — 31 thus 
\vo7ks out to a little over lte.0‘193 per maund in f.-uour of 
Australian wlieat. This favourable difference in the price 
togothei’ with its comparatively superior quality enabled 
Australian wdieat to gain an economic entry into the Calcuthi 
market against the resistance of Indian wheat dnriiig the 
two years ending Marcli, 1931. 


41. Consideiing the period 193:1 — 3(), the average freighi » ’ 

on wheat from Australia to London has been Re.O'OOt) per prilefor^ 
maund. The price of Australian w'heat in Australia during Australian 
193:3 — :J6, therefore, roughly works out to Rs.(-2’955 — 9 (VK9 ^j*"^** 
or Rs.2‘35.‘> per maund minus “iniscellaneotis’’ charges ])or duty, 
maund. Australian wheat, it ha.s been seen above, succeeded 


against Indian wheat in the C!alculta market during 1929 — 31 
when a difference of about Re.0’193 per maund existed bet- 
ween the prices of Australian wheat in .Australia and of Indian 
wheat in Karachi. If it be assumed that Australian wheat 


could still successfully comjjete in the Oaknitta market witli 
only the same margin of difference in the prices in its favour 
as during 1929 — ^31 — and this should not be an unreasonable 
assumption considering tliat the average freiglit per maund of 
wheat from Australia to London has decreased from Re.0'665 
during 1929 — 31 to Re.O'btKi during the last three years — it 
follows that Australian wheat vvould begin to be imported into 
Calcutta if the price of Karachi wheat at Karachi be not 
lower than Rs.(2’:3.3.5-(-0’193) or Rs.2’548 per maund. The 
actual average price of Indian wheat at Karachi during 1933 — 
36 having been Rs.2'797 per maund, it is clear that but for 
the d7ity levied on wheat imported into India during this 
period, Australian wlieat wrould have easily ousted Indian 


(a) Vide Table ra. 
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Prosont 
“ limiting ” 
price for 
A'lstralian 
iiiiportH 
in spitfi of 
the duty. 


Oorrospoirl- 

inj: 

“ limiting" 
prices at 
Calcutta. 


and H ipur 


wheat not only froin the Calcutta market but also from some 
of the up-country markets. 

42. The duty levied on wheat imported into British India 
at present amounts to Ke.l jier cwt. or Ee.t)‘732 per maund. 
The lowest limit of the price of Indian wheat at Karachi at 
whicli it would bo possible for Australian wheat to be imported 
into Calcutta in spite of the existing import duty is thus raised 
iroin T{s.2‘54S per mannd to Ks. (2*518 + 0*732) or Rs. 3*280 
per maund. It may be p<^inted out once again that the above 
extreme limits at which wheat w^ould tend to be exported from 
Kai’aclii to the Jjondon market, namely, Rs.2'334 ])er maund, 
or foreign (Australian) wheat to be imported into India 
(Calcutta), namely, Rs.3‘280 per mannd, are subject to the 
assunifdions that the price of Australian wheat in London 
is Rs.2‘955 per maund, that the import duty remains at its 
present level of Re.l per cwt., that there is no appreciable 
difference in the quality of Indian and foreign (Australian) 
w'heat and that the changes in prices, freight rates or condi- 
tions of production and trade do riot take place so as to disturb 
materially the line of argument adopted or the averages 
considered above. 

43. It will be interesting to find out the prices of wheat 
at Crilcutta and Hapur corresponding lo the price-limits of 
wheat at Karachi calculated above. '^Phe co-efficient of 
correlation between the prices of wheat at Karachi and 
Calcutta during 1933—36, as given in Tables VT and VIIT, 
woj-ks out to +0*895. Considering the statistical (‘o-elficients 
given in Table iX, the equation to the line of regression of 
the prices at Calcutta on those at Karachi would be as follows : 

Y-T033j^ + 0*4?18 ... (I) 

^'he prices of wdieat-at Calcutta corresponding to the prices of 
lis. 2*334 and Rs. 3*280 per maund at Karachi come, from the 
above equation, to Rs.2’849 and Es.3*826 per maund respec- 
lively. These, then, are the most likely prices of wlieat at 
Calcutta at which Indian wlieat would tend to be exported 
fiom Karachi or foreign (Australian) wheat to be imported 
into (Calcutta respectively- The actual average price of wheat 
at (’alcutta during 1933 — 36 has been Rs. 3*314 per maund; 
hence India had little foreign trade in wheat during this 
j^aiod. 

44. Similarly, considering the statistical co-eiBcients given 
in Table VII, the regression of the prices of \vheat at Hapur 
on those at Karachi is expressed by the following equation : 

y = l-219r— 0*946 ... (II) 
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The most likoly prices of wheat af Ifapiir correspoiuliiij^ 
to the * ‘limiting” prices of i\s. *2*834 and Hs. 8*280 per maiiiid 
at Karachi, when wlieat would tend to be exported from India 
(Karaclii^ or imjHwted hito India (Calcutta), work out from 
equation (ID above, to 11s. 1 '81)0 and Rs.8*Oo*2 ])er maund 
respectively. Actiiaily, the average price of wJieat at lla])nr 
dining the tliree years J083-84 to 1985-86 has been Rs. 2*468 
per maund. 

15. The loweM juices of wlieai at Calcutta and Ilapur 
corresponding to the limiting price of Rs. *2*548 jter maund at 
Karachi when foreign (AnstraliaiO wheat would tend to be 
inijjorted into India (Calcutta) if there be no import duty, work 
out from equations (I) and (11) above, to Rs.8*070 and Rs. *2*160 
])er maund reejiectively. Tlie results of this and the preced- 
ing paragrajdis are siimmaiiml in Table XTTl below : 

Tauu*] XIV — Mitnllihf whuh’ pricca {a) o/ irhcut (tl IjyaUpur 

Karnrhi, Hapwr arul CaJcnlia Sumimuy of 

•• iimiiing ” 

[When the price of Australian wheat in London is prices. 
(Rs.2*9o5*fp (a) per rnaund.] 


\RnpecH per maund) 


— 

Average 

price 

during 

1933—36 

The Upper “ limiting ’* price 
when foreign wheat would 
tend to bo impoi-ted (from 
Australia into Calcutta) 

The lower 
“ limiting *’ 
pr ice when 
Indian whoat 
would tend to 
be exported 
(from Karachi 
to 

London) 

When the rate 
of import duty 
is Ro.l per cwt. 

Wlion no import 
duty be 
levied 

1. Karaclii . . 

2-797 

3-280+p 

2'548+p 

2-334 1 p 

2. Hapur 

2-463 

3 052+l-219p 

21«0+l-210p 

1-899 + 1 ^lOp 

3. Call utta . . 

3-314 

1 

3-826 rl-033p 

3 070 + l 033p 

2-849 + 1 033 r 


in) bfing any eonsfant. 
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The S(‘t)p0 of 
the chapter : 


qualitative 

and 

quantitative 
detenu iiiu- 
lion of the 
effect of 
Tndian 
infl lienees. 

Lyaljpur 
prices : 


statist ion I 
eo-otficients. 


CriAPTKK TV 

The pimce in the I'liiNc’UML maudi : Home im-i.uences 

4(). it has been seen Ihiit foreifjn prices of wheat liave at 
preseul little influence on those in the IJiyted Provinces on 
aeeoiuit of the existin*^ duty on wheat imported hito India. 
It is next to he seen how far there (‘xists in India itself a 
competitive maikct for cereals, that is, to what extent priees 
of (cereals in the United Provinees follow tlie trend of Indian 
prices outside the province. It is. therefore, proposed in tins 
chapter to find a Jiieasure of the influence which tiie external 
prices of eeieals exert on tliosi' witliin iJie province, tlie 
average diflerefice which usually exists between the two se‘;s 
of prices and liie main causes of that difference. 

17. Table XI \’ helovv f^ives the wholesale pi*ices of wlieat 
at livallpur at the end of each month from April, to 

March, 19:10. Similar prices at Ha]>ur and Karachi have I'oen 
“iven in Table \T and at ijondon, (^’alcntia and J^onibay 
in Table VI TT. 

Tahee XIV — Month V wliole prices (a)of wheat at Lyallpur 


— 

1933-34 1934 35 1935-36 

— 

1933-34 1934-36 

1935 

1 

2 

3 4 

1 

2 

3 

4 

April 

3 156 

1*969 2*203 

October . . 

2*219 

2-000 

2-625 

May 

2*844 

2*172 2*219 

November 

2*344 

2*400 

2*594 

June 

2*781 

2*109 2*234 

Docernbor 

2*141 

2*260 

2*531 

July 

2*969 

2 078 2*266 

January . , 

2*172 

2*631 

2 *406 

August . . 

1 2*406 

2*109 2*125 

February. . 

2*203 

2*078 

2 *328 

September 

2*409 

1 1-922 2*313 

1 

March 

1*750 

1 2*094 

2-375 


4S. '.riie statistical co-efficients deduced from the above 


tal)lc are as follows : 

Table XY 

Lyallpur 

Avora^jo price (Uh. per md.) . . . . 2*317 

Standard doviatiou . . . . . . 0 * 292 

Coefliciont of variation .. .. 12*603 per cot it. 

( .’ooiHcient of correlation with Hapur prices (r) . . 4-0*876 

Probable error of (r) .. .. .. +0*026 

in) ill ni|)ees per iiiuiiUil, of “white wheat, per coni., dirt, 2 per 

cent. Iwrley .” — The Jmliun Trade Journal. 



( ;55 ) 


49. There is tlius ii liigli degree of coirelatiou between the high 

fluetiiatious in prices iit ilapur and Lyallpiu*. I'lie no- correction 

eflicieui of correlation between the prices at Tlapur j^ces; 

Karachi, it has been seen, is also high, being + 0*774. And 

since Karachi prices are highly correlated with the ( 'aJciuta 

prices, the co-efficient of correlation having been calculated 

at -i-0*«S9i), it follows that the correlation between the latter and prices in 

the Ha pur ])rices must also be high. The prices of wheat at ihoUniteci 

Bombay are also similarly (rorrelated with those at Hapiir. PycvincoH 

To sum up, the clianges in the prices of wheat at Ha|)ur are 

liiglily sensitive to those outside the hnited IToviiU'es. In bythoao 

other words, tliore exists a competitive market for wheat (and cutsidotha 
1 I \ ■ I ■ I I- 7 I 1.1 « province, 

other eeieals) within India and tliai prices lend to he equal 

in the ditleient viandis of iJie eoimtry. A niiniinum of 

ditference must, however, necessarily exist between tlie prici‘s 

in the ditterent utmulis on account of the cost of traiisportatijn 

and such otlier factors. 

0 ( 1 . .Amongst tlie factors contributing to the (lifterences in Differences 
prices in tlie various niandis in the United ITovinces and India, 
the thst to he considered is tlie disparity in the qualitv of grain, (ij^differen- 
In fad. prices are not strictly comparable if tliere exist ces in 
dift'erenees in tlie quality of grain to which they refer. Lack 
of unilorm grading hampers ready comparison of prices, while *^*^*^*^ ’ 
absence of projvr grading tends to introduce a feeling 
luncertainry amongst the traders and a w^ave of unsteadiness 
in the prices. TJnfortniiatoly, however, no concerted attempt 
has so far been made at organised grading even jji the principal 
hKindis of the United Trovinces. Cereals may he graded with two typos of 
n'sped cither to the quality and type of the grain ju^oper or grading-— 
to tile quantity and quality of the harda or h’hml (e.g., inferior 
grains, cheaper cereals and dust' mixed np with the main (?a juantita- 
(‘ert'al. Scientific grading of the first type is almost coinpletelv ^*'^*^* 
absent in tlie mandis of these provinces, and when orders for 
the jiiircliase of cereals at any fixed price are sent, an qu^li^tivo 

tion as lo the quality expected is generally made on tlie basis gradi.ng 
of tlie luiyei's kiiowiedgc? of the type and the quality of grain 
nsually coining from the place where the order has been jilaced. * 

l\)r example, Cliaiidaiisi wlieai is usually understood lo sfdl Provinces ; 
about *2 annas per maund dearer on account of the siquaior 
quality of the grain. An approach to systematic grading of qu^titativo 
the second tvjie is made in tlie rules observed in most existent but 
of the oiganised inandis of the Ujiited Pi*ovinces, which lay inefficient; 
down the niaxiniiiin amount of dost or dirt and inferior grams 
(like baiely or red wheat in a stock of white wlieatl admissible 
for pmposes of delivery in lieu of a contract without a disr-onni 
in the price. Tliis system has a glaring defect in that it leaves 
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<ii) cliff or* 
encoH ill 
ineasiiroB of 
weight ; 


little incentive to a businessman to preserve an unmixed and 
clean stock of cereals, because it does not pay a seller to put 
in the stock any less than the inaxiinurn of karda permissible 
under the mandi rules. It was indeed pointed out in one of 
the biggest mandis foj* wheat in the United J’rovinces that 
the stcKjkists in tiie mandi did not take enough care to avoid 
or minimise damage to the quality ot wheat stocked in khatlis 
(grain-pits) because all khatti -ntocked wheat would ordinarily 
ietcli tJie same wholesale price so tliat it did not pay to iiioiir 
extra trouble or expenditure on the mannei of stocking as 
long as the quality of the giain did not fall below the standdrd 
commonly accefited or j)ermitted by the mandi rules. 

51. Before passing on to iJie moie impoiiani clauses of 
dilferenccs in jirices, it may be well to point out here another 
hindrance to the ready (‘omparison of prices as quoted in 'he 
different inandis^ namely tJje disparity in the measures of 
weight, 'riie measures of weight in the United .IVovmct:‘s 
differ not only from district to district but in some cases even 
within the same district. For example, in the (lorakhpur 
district sale of ceieals in the villages is commonly effected not 
by weighment hut by measurement with a wooden or brazen 
.pot, known as the razia, whose capacity, thougli known, is 
jiatuially different for different crereals, and the piices :nc‘ 
settled in terms of razias per rupee. The districts of Meerut, 
Dehra Dun, liiidaiin, Ktah, (’awnpore, Aligarh, Jhilaiidshaiir, 
Kvzabad, Hahrai(di, Partahgarh , Allahal)ad, Tkinda and JJiansi 
Jiave, in general, got a seer of ftO tola.s. The rnca.sures of 
weight most commonly found in some othei* important districts 
of the United Provinces are given below, (fenerally, however, 
for purposes of wdiolesale transactions the actual measures 
are a little greater tlian the standard measures. 

Table XV J — Measures of v'vujhi in some important districts 
of the United Provinces 


Name of district 

Equivalent of 1 seer in tolas 

Muzaffamagor . . 

SaharanpuT 

Bijnor 

Moradabad 

Bareilly 

Pilibhit 

Gorakhpur 

Benares 

88 

86 (In some places, 88). 

90 

100 

100 

104 (In some places, 105 or 106). 
( 144 {pukka), 

( 128 {kacheha), 

88 (87 5/8). 
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oi. In addition to difl'ereiices in tlie quality and the unit (iii) •*mnndi 
of measurement of the ^uain, two other important factors 
leading to differences in the prices of cereals in tiny two hudkIIs 
are the “ tiiandi charges and the cost of ti'ansportaiion i-iortation. 
includiFig octJoi and tcnninal taxes, if any. While the oui- 
stttnding importance of the cost of trans|)ortation in thi.> 
connexion is re(*ogni.sed on all liands, the “ ^namli charges 
do not ttlways receixe due attention. Prices of the saiiie 
commodity in any two uiandis ordintirily dilliM- hv the amount 
of cost of transj)ortati()n and other expeiistvs pt*r unit thai ihe 
itupojicr has to ineur. It is. therefore, inciarecl to say thai 
‘‘ the prices tliat rule in a market are the price’s at tlr* importanco 
consuming centres Hiiuns the conveyance cliarges ", unless 
no '■ iHfDidi charges " or other expenses Ijave tt> he paid hv 
the importer. Similarly tiie statement that “ a Uffunli which 
is Jiearej* to tlie lonsuming centres will, in general, have higher 
prices than one farihei- away " is subject to the assumption 
tliat ihe " other expenses " in the fcaaner hiaudi either are 
e<(ual to those in the more distant^ mandi or do not exceed 
them hv too great a margin. 

o.*{. 'I’he ''nutudi charges” differ from place to Jilace and **wtindi 
exen within tlie same nunidi from tdieni to client according cjhargos 
to the size of the transactions, their regularity and tlie nature vary greatly, 
of personal relations between the buyer or seller on the one 
band and the commission agent on the other, 'rbe x'ariatioi^s 
in the “ vumdi cliarges ” are, however, more marked in 
lachrlii arhaf (which is the medium tliroiigli xvhicli llie produce 
corning to the mandi from surrounding villages is sold) tlian 
in piilxin arhaf whicli covers all wliolesale cornmeicial imyiorrs 
into and exports from the niajidi. In Table XVIT below are 
given tlic average mandi charges ” in the maridis of Hapur, 

Chandausi. Bareilly, Cawaipore and Benares. Hapur and 
Chandansi keep large stocks of wdieat and represent tlie wlieat 
exporting mandis of the United Provinces, while Bareilly, 

Cawnpore and Benares are large consuming centres for wdieat 
and represent the importing mandis of the province. The 
charges detailed below — wliich, it is to he remembered, vary 
considerably — represent the “ mandi expenses " w'hich, on an 
average, are borne by businessmen who import wheat through 
pvhka arhatis in Hapur and Chandansi or wlin send thei/ 
wheat to the pukka arhaiis m Bareilly, Cawnpore and Benares 
for purposes of local sale. 'Fhe total “ mandi charges ” per 
Rs.TOO as well as per maund in the above mandis are given in 
tlie last two columns of the following table. The average 
price of wdieat at Hapur during the three years 1933 — 36, 
namely Ps.2'4f)3 per maund has boon taken as the basis for 
these calculations. 
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Mandi TABLE XVTl — Mandi ehargeis in some important principal 

mandis of the United Provinces 

m some 
Importa nt 

mandis. (pukki arliat) 


Name of mandi 

Mandi charges per Bs.lOO 

Total mandi charges 

Arhat 

(agency 

com' 

mission) 

Tulai 

(weigh. 

moht 

charges) 

Dharmada, 

Goshala, 

etc. 

(charity) 

Other 

charges 

per 

Re.l00 

per 

maund 


Bs. a. p. 

Ks. a. p. 

Bs. a. p. 

Bs. a. p. 

Ks. 

Bs. 

(A) Hapur 

0 8 0(a) 

1 4 0 

0 0 6 


1'781 

S*4 

(B) ChandauBi . . 

0 8 0 

19 0 

0 1 0 

. . 

2- 126 

100 

(C) Bareilly 

0 8 0 

I 9 0(6) 

0 0 6 

. . 

2-094 

9-9 

(D) Cawnpore . . 

0 4 0(c) 

1 9 0 

0 1 6 

. . 

1-906 

90 

(E) BenaroB 

0 12 0 

0 8 0 

i 

0 10 

0 1 S(d) 

1-417 

6-7 

! 


(a) The arliat rate varies wieWly, generally in accord anee uitl) the size ‘ f 
the truiisiKd ion. 'File most comiuoii ratiis are 8 annas and 10 ajinas per 
iJs.lOO. 

ih) When, as in some ravs, a lit/ai of only K«‘.l ]mt Ks.H«) is ■hargeii 
<‘Jiiargos in kind aiv made in addition to tnlai. 'Fhe total f/ilai clnivje, iii 
reality, therefore comes to al)oiJi Ko.l-J) per Bs.lOO. 

(c) The ar/iat cJiarge varies very widely in indivi<lnal cases, Tltc rale id' 
4 annas per Ks.lOO is the rniniiuiiiii. 

(d) The diarge is mainly for mitniini (derkage) and <*orresj>oiuleP.'.c, ahoi.s 
•S pics for the former and 1 ainni for the latter. 


The 

components 
of mandi 
charges : 

‘ arhni ”, 

* tului ” and 
‘ dharma- 
da ’ 

“ paUtdari ”, 
“ eartiige ” 
and octroi ; 


“ munimi ** 
ani corre- 
spondonco ; 


**dalali 
godown 
rent ; 


.‘)4. As is deal tVoiii the table above, ilie principal nnin<li 
cljtirgcs payable by a tradesman to the pulika arhati tlirotigli 
whom lie buys or sells are tlio.se for arhat teommi.s.sion), 
i/iilai (weigbing'l and dharnunia (charity). In addition to ;bo^^e 
the bill of the pttkka arhati a].so iricindes charges foi ptfllcdari 
(inainial labour) and cartage to or Irom Hie station and the 
terminal tax payable on Hie tran-saction, if any. These 
cliarges, liowcver, properly fall nndcj’ tlie cost of Iran spolia- 
tion. Several additional charges, nndei' various naiiies, are 
often jiayable in mandis in large consuming centres where 
outside businessjneii send their cereals for sale tbrongli IikmI 
arhatis. The most common amongst such charges are tliose 
foi* munimi (derkage) and/or con’esfioudeiice. The tormer 
generally varies from one anna to four annas pei* l<Ki bags 
and Hie lattei- from 4 to 8 annas per 100 bags. In some 
mandis, a charge of about 4 annas jter Rs.lOO is also niacTe for 
dalnli (brokeragd. Sometimes a godown rent, langing rDui 
Tle.l to per 10i» bags but geneially nnonnting to lie NO 
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<i.c., one pice per Ixt niontli, is charged if the cereals 
isent by the outside client are not sold within a fixed period 
(generally one luontlj) from the d;jte ol* receipt. In a few 
miindiH a cJiarge is Juade for vvliat is known as sluniinli (wages 
of unpaid approitices), ranging from 2 annas to 4 anna^ oit 
K s. KUI. Other cliarges iiieliule interest on money advanced, if 
any, the rate of interest being generally M) or TJ annas per 
Ifs.lOO per nionlli : insurance commission, if :niy, amounting 
lo about 8 annas per bit) hags: and railway fivighl on empty 
bags, vvhicli are nsiiall\ rt‘ini‘ned, at about I ajinas pel' KM) 
bags. Tt will be seen fliat most of thest* < •barges eitlier do 
not proptaly fall nndi'r “ UHuuli cliarges '' (lor exani]»lo, 
interest) or are of an ('xceptional nature (e.g., godown ri*nt : 
and the competition of <‘ommej'ce is, in practice', tending to 
eliminate theJii. Jt has hei'ii pointial on! that the /na.e/t 
charges are not the same in all the tntmdis of the I ni'i'd 
ih'ovinces and lliat they ditVt'r i'\en within llu^ same nhux’i 
with diff(a*enl arhafis aiul clients, si) that only a rough avei’age 
of sne-h (‘barges as are most commonly made may bo given. 
Ac'cordingly, lliese additional charges must hr* left out of 


" shaijirdi **; 


ill tores t and 
iiisiirnnco ; 


froiplit on 
oTiipty bags. 


account. 


T)-*). Tlie arhal .s a coniniission taken l\v tin* firhali lor the Tboo.omnion 
services lie renders io tlie buyer or the sellcM' in tiu' 
wli(?rc: goods ai*e bought or sold. It is a return for the heiudli unalyscd-- 
Ik* (•(.'.nfers on the buyer or t he seller hv stn uring him lliC best 
])rie(? and is, as it were, a rent for the ns* of his sp(*('ialisi*il 
knowledge of the markad conditions in his luaudi, The of 

iti‘ arhal for cereals in llie inandhs of llie riiited I’rovincc's tends rn-Aao"- 
to vary inversely with the inif)ortance and the efticienev 
organisation of tiic aiaudi, and within the same vuvnli willi the' 
ronunid.. ainl tin? regularity of custom promised hv a (dii'ni . 

M'Ik* rate varices from 0 annas to lie. I pei !Js.M)0. hiii in 

extreme (‘a.ses siicli eases lieing natnraliy rare it may 

surpass e\en these limits, d'h.e acdnal rate is settled by 
mutual ag)'('(*ment and is dependent in no small mcasiite on 
lilt' nature and ('losera'ss of the arhaii's personal iclatioiis witli 
tlio particiilar client, d'lie rate of arhal most eomnionly 
ehargcal in the pi'incijial aiaadis of the rnitefl I’l'oxinces is 
8 amais pei- IJs.ltM). 'J’lins tlu* average arhal rale in tlic 
inandis of Haf)iu*, < iliaziabad. diandansi, Alc'ernt . Saharan- 
pnr, and JJareilly is 8 annas ])er JiS.lOO. Mda* arhal rate ii. 
the mandi of Muzaffarnagar is r-ominonly Ile.l per lis. IDO h.nt 
from the big flour triills at Delhi and (’a.l(Mitta a rale of <uily 
8 annas jier iRs,J()0 is charged. Eight annas per IN.lno. or 
per cent., thus appears lo he the sfand.nd average rale cf 
puhlii arhal in the principal ntandis of the I Tilled lVovin(*es. 
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(ii) ^ tuliii ”, 
tho weigh* 
nian'a 
fharge ; 


tho rat^os of 
tulai ; 


(iii) “ dhar- 
mada ” or 
charity fund, 

tho rates of 

dharntndn 

charge. 


The total 
tnfitidi 
charges ; (a) 
the “ raode ” 


o(3. Tlie noxt iieni iiikUt “ uniiuii cljai-{>es ’’ is vvlnii is 
eoinnioiily teritied as tulai. Wiien Uie pukka arliati buys 
cereals in liis viandi I'or sending them to an outside client in 
compliance with the latter's orders, he has to pay the tulai 
to the kachcliu arhaii through whom he buys. Tnlaiy there- 
I'orc. docs not forai part oJ llie inconie of the pukka urLad 
but is intended to compensale him for the expenses he has 
incurred in huying cereals for Ids client or in selling 
them on his behalf. Actually, however, the pukka 
arhaii does make a profit out of tulai: for, in pj-actically evi'»y 
uiandi a pait of tulai is relunded by the kavhvha arhaii to tlic 
jmkka arhaii under various names, e.g., (hmii, karduy shagirdi, 
goshaia or in consideration of cash payment. 'Tliis jvfiind is 
Mppropiiated by the pukka arhaii to himself since he cha'ges 
full tulai iToin his clients. In a few utaudis, however, no 
tulai is charged and in some others, no refniid is iiiad(' even 
though a charge for iatai is made. The most (^ominoii rale 
of iuiai in the priia-ipal uiandifi of the I’niled Ih’ovinces is 
one pice per rupee, that is, Ke.l-0 per Ivs.jOO and the rale of 
the refund, Jte per Us.l(M>. The usual rate of inhii in 

the 'iuin)di.s of (lha/iahad, Chamlaiisi, Meerut, and Saharon- 
pnr is IJe.UO per Ixs.lnO, The rate of tulai in tIa|Mn:* is 
.n(\l~4 per Ks.KiO. The usual rate of refund varies even in 
theses maudis and is Ue.tbltl-O per Us. .100 in TTapur, Re.0-8-3 
|)er lis.lOO in (Uiaziahad and He.O-TJ-O per Us.lOO in 
C’handausi. ''riu* buyer has, however, to ])ay the full amomd 
(if the lulai in all th(\s(^ luaudis. 

o7. '.riie last item to Ik" consid(;>rod under tho “ luandi 
charges is dharmada (charity). This is a small charge, 
vaiving fiom 0 ])ies per h’s.lOO in many uiandis t() Ke.O-ii-.') 
per Tis.lOO in Undann under tlie name of goshaia. The rnosl 
common rate is 1 anna per Us. 100. (lenerally no definite 
purpose is allotted to this charge, but a dharma-khata 
(cliarity accoiml) is kept by every arhaii to which the chirg«> 
as it: accrues is continually creditcMl and the fund is utilUed 
off and on for pnrjioses of charity, the exact manner of its 
utilisation being decided gein'rally by the arhaii biniself, e,g. , 
the upkeej) of some temple or goshaia (cow-slied) or pyan 
(pulilic place for drinking water) or subscription towards lUnu- 
lila fan annual Hindu celebration), etc. For the last object , 
however, a seiiarate charge is generally made, in many cases 
in addition to ordinary dharuinda. 

58. The total ''utaudi charges ” which a businessman 
importing wdieat or other cereals from a principal inaiidi ia the 
United Provinces would most commonly pay(a) thus come 
to about Us.2-‘2 per Us. IDO or 2T25 per cent. Tf the price 
of wheat be taken at Us. 2*403 per maund (being the average 


(»i) Oint is, llu- “iiiodrr' matidi cliargc's. 
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prii e of wliefU; at Ha[)UJ* duiiii^ — iMh, tliest* cliar^e!^ 
amount to J{o.(**<)5*2 oi* alxnit 10 pics pci* niaiuul. Tlie 
acinal ** mandi charges ’* in the inandim of (lhaz.aliad, 
(Miandansi, Meerut and Saliaranpur ordinajily come to exactly 
this fi;i’iiic. The “mean'’ ntandi ch*ar«ies in the princi]nil 
Hiimdis of I lie province would probably be a little less, 
auioMutin^ to Jtluait per Ks.JOn or about 0‘o ]>ies per 

iuaiind. 

•'>0. 'J'lit‘ Iasi hut undoiibledix the most important factor 'rho cost of 
l^•;u]i!l^• to dinVivuccs in the laiccs lu difleient imnidis is riie 
« o^t of irausportalion (a). Most of tlie trade in cereals importw nee 
hi'tween principal mandis is canietl on hy rail hecauso the 
piincipal Hutndis are ^lieiicraliy situated fairly far apart. Th*> 
cost of traiisportaf ion will, therefore, diller entireix accordin^f 
to the (‘ii'cumstau('t‘s (d‘ oacli particular (*ase, so that no penera! 
averatie of the cost of transfiortal ion hclxxcen pi'incif>!il innndls 
can he xvoiked out with any meaning’, h'vidently, hoxvevi'r. 
the importance of this factor in determining the volume and 
tlu' direction of the Ihjxv of trade cannot he exapftxerateil. No 
traile can orditiarilx exist between any two htandi^ so ion «4 
as the dilference in llu* prices in the txx'c mnndiM is less tiian 
th<‘ cost of transportation, it follows, therefore, that other 
thinus heinp equal, nearness to larj.;e markets would enable 
a innH<lt to obtain coinparatix'^elx hijrh prices and furtlier, that 
•»i any two couifH’tin^* mandifi tiie one which (pif)tes loxver 
prices xvoiild tend to liave ‘greater competitive stronpth. 

00. In Table XYfll below are tabulated I be avora^»e prices diffciynces 
per maund of wheat at Lyallpiir, Ha]uir, Kaiachi, Bombay 5 

and Calcntta during’ the tln*oe years from April. to March, 
lO.'it*. alon;^ with the differences of each from tJie other : 

Taulk XVJIf—Piffrrrnces in avrraffp ndiolpmJr yriers of 
irltraf in somr inijUTfanf mandis of India (lO.Tt — '10) 



A\ cragtJ 

price 
durinR 
laaa ae 

(Rs. per 
maund) 

Differenco in prices (Rs. 

por rnaund) 

Lyallpur 

Hapur 

Karachi 

Bombay 

Calcutta 

Lyallpur 

2-317 i 


+0146 

+0-480 

+0-813 

+0-007 

Hapur 

2-463 1 

—6-146 

, , 

-l-0-3»4 

+0-887 

+ 0-851 

Karachi 

2 •71*7 1 

—0-480 

—0-334 


+0-333 

+ 0-617 

Bombay 

3-130 1 

—0-813 

—0-667 

—6’ 333 

, , 

+ 0-184 

Calcutta 

j'-v rni. .. i* 

3-314 1 

i 

j. 1 

—0-997 

—0-861 

—0-617 

—0-184 

• • 


Iff) Tlu* term “cost of transportation'’ has Immti in this section so as to incimic 

(liilics of octroi and tcnriinal taxes, if any. 
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the 

maximum 
possible 
margin for 
freight 
between 
Hapur and 
the ports. 


United 
IVov'increa 
wheat 
t'ff. Punjab 
wheat — 


IJupiir r/n. 
LyaJlpur in 
the wiieat 
mai'kets at 

• he ports ; 


Mie average 
priees at 
Lyailpur : 
the latter’s 
eomjjetitivo 
advantage. 


61. The differences between the average prices of wlieat at 
Hapur and at Karachi, Boinbav and Calcutta are T!e.0*3o4, 
I\e. 0*667 and .He.0‘851 per maund respectively. The average 
mamli charges in the printapal uiandis of the United .Provinces, 
it lias been seen above, amount to Ke.0‘052 per maund. If 
file jHillcduri, cartage and other expenses of loading wheat on 
rail in ihe principal mandiH of the United Provinces and 
similar expenses at the place of dt^stination (or origin) lie to- 
getJier -taken to amount, mi an average, to about 6 pies, (har is, 
lh:.0‘0/il per maund, the maxiiiinm jiossiblcj margin for railway 
freight on wheat (.»X[)()rted from Hapur to Karaclii, Boniliay 
and (Calcutta is reduced to Pe.0 251, Ke. 0*584 and He. 0*768, 
that is, to about .He.0-4-0, He. 0-9-4 and Re.O-Pi-S respectivoty . 
The actual railway freight on wheat from Hapur to Karachi 
is Hs. 0-14-10 per maund and from Hajuir to Calcutta 10 annas 
pta* maund. The latter lias, however, been increased to 
l\*e.O-IO-4 per maund from .\pjil, J9d6. 

6*2. Tlie United Provinces and the Jhinjah are the two 
biggest wheat-[)rodu(*ing provinces of India, the production of 
wheat in tlu\se two provinco's taken togeilier being, on an 
average, over 60 per cent, of the total wlieat produced in India. 
Both normally export wheat (a) and oonsecpiently, the main 
comp<l.itor of the Unilod i^rovinces in the Indian wlavat 
mark(^t is the Punjal). 1^he ports of (’alcutta, H»>ml)ny and 
Karaclii are amongst the cliief wheat markets m India. 
Karachi was till recenth the outlet for llie export of wlieat 
from the United Provinces and the Pnnjah to I'oreign 
countries but since Ilie e.xpons of wheat from India 
r<a-<*ign coimtr.es have practically ceased, Karachi mainly 
imporls wheat for local consumption or for sliii>piug to other 
Indian purls like Hombay and ( alciitla. It is willi reference 
lo these ihiee markets tliai tlie (juestion of ej an pet it ion between 
wlieat from Ha[)ur and Uyallpur, one of the biggest nifiudifi 
I'oi* wheal in the Punjab, will bo eonsidered. 

6d. 'rahle XVIII .sliows tbe average difference between the 
]a*iees of wheat at Haj:ur and I Aallpur to bo? L'e,(>*U16 or about 
He. P-2-4 |)er maund in favour of livallpur. If all other trade 
conditions he assumed to he eopially favourable or unfavourable 
to both the niandisi, J Aallpur, gtiiierally spo^aking, has ]>een 
enjoying a competitive advantage over Hapur in that its price 
lias been lo\vo*r Ilian tliai of Hapur. Actually other trade 
corulilions are more in favour of TAall))ur than of Hapur, for 
noi only .s lAalljiur nearer to the port of Kaiachi, ihe main 
outlet for foreign export of Indian wheat, but it is also 

(n) 111 l*.) 3 r)*ari, liowt.vcr, Uit? irnjiorts of wheat in the Uiiiua Frovinros 
exc-eeded the exports from tlie )iroviric'e. 
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economically nearer to tlic wheat markets at Bombay and 
^'aleutta in that it coiniiiaiKls dieaper sea i'reiglit rates via 
Karachi while Hapnr wlieai moves on inland routes. Tims 
Hapnr, thoufih ^eograjdiicalJy nearer to Bombay and ('alcutta 
tlian Lyallpur, is de]>nved of its natural advantage. ''Pablo 
XIX below "ives the averaj^e annual ])riees of wlieat at 
Tjyallpiir, Hapnr, Karachi, Bombay and Calcutta dnrin*: the 
three years 1933-34 to 1035-33. 


'Paui.e XIX — ArcTttfjc oMnnal prices of trhrnl in sotiir 
imporiani mandis of India (193:> — 33) 



Price (in rupees per maund) during 

Average 

price 

during 

1933-30 

Name of mamli 

10»3-34 

1934-36 

1936-30 

] . Lyallpur 

2*455 

2-146 

2 -.352 

2-317 

2. Hapur . , 

2 -.547 

2-314 

2*629 

2 * 463 

3. Karachi.. 

2*841 

2-659 

i-891 

2-797 

4 . Bombay . . 

3-11)9 

2*997 

3 195 

3- 130 

5. Calcutta.. 

3*409 

3-180 

3-365 

3-314 


The average 
aunuiil pricea 
at Hapur, 
Lyaltpur and 
the ports. 


31. Tile following Table f^ives the dilTeJvnces between the ami tliejr 
anmial prices at Thipur and liyaJlpiir and those at the tlvree clifleioneeB. 
ports, during the last three years. 

XX — Differences hrlireert annual prices itf irliraf in 
sotne inrporlant mandis of India 


DitTerenco (in rupees per maund) in }>ricea at — 


Year 

Hu piir 

Karatdii and — 

1 

1 Bombay and — i Calcutta and — 


and 

Lyallpur 

Hapur 

Lyallpur 

Hapur 

) 

Lyalljiur; Hapur 

Lyallpur 

1933 34 

0-092 

0-294 

0-386 

0-062 

i 

i 

0-744 , 0*802 

0-954 

1934-36 

0 • 169 

0-345 

0-614 

0-683 

0-852 i 0-866 

1 

1-036 

1 935-36 

0 177 

0-362 

1 0-639 

0-606 

! b-843 ; 0-836 

1-013 


35. Table XIX above sJiows that during the tlnce years 
under consideration, the j>rice at Hapnr declined from 
Iis.‘2‘547 to Bs. 2*529, that is, by Be.9*018 i^er maund, but strength 
that at the same time the Byallpur price declint?d much more, g-^nerally 
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and in 
inarkots at 
the ports 
partioularly 


tho conse- 
quences : 


liisasti'Oiifl 
decline in 
exports of 
wlieat from 
the United 
Provinces 


from Iis.2‘455 to R«.2*352, that is, by 116.0*103 per maund. 
Uun.-iequently, the difference between the prices at Hapur and 
Lyailpiir increased by nearly 100 per cent, from Be.0*()92 per 
niaimd in 1933-34 to lle.0'177 per raaimd in 1935-36. It 
follows that if (han^^es in other prices and conditions be 
i^oiored, the competitive strength of Hapnr against Lyallpur 
with reference to any market lias diminished. Actually, other 
cliaiigcs do not sliow any tendency to compensate this set- 
back to Hapur. According to Table XX above, the differ- 
ence between tlie prices at Hapur and C’alcutta increased 
slightly, from Tie. 0*862 jier nuiiind in 1933-34 to Re. 0*866 per 
inannd in 1934-35, but that between the prices at lAallpur and 
(’alciitta during the same period increased considerably, fiorn 
I Je. 0*954 per maund in 1933-34 to IJs. 1*035 [ler inauiul in 
19)11-35. Again, in 1935-36 while the Hapur difference went 
down to below its level in 1933-34, the Ijyallpur difft'rence, 
thougli it decreased as compared to 1934-35, still remained 
considerably above its level in 1933-34. Thus the capacity of 
Hapur wheat to hear freight rate and other exporting expenses 
will I respect to the (’alciitta market deteriorated compai’ed to 
that of Hyallpur wheat. The same liolds true in relation to the 
Tuirax hi and Romhay inarkots. The difference between TTapur 
and Karachi piices increased from Re. 0*294 per maund in 
1933-34 to Re.0*345 per maund in 1934-35 and Re.0*362 per 
maund in 1935-36, hut the corresponding difference for Ijvall- 
pur increased still more, from lie. 0*386 per maund to Ho. 0*514 
and Re.0*539 p(M- maund respectively. Similarly, although tlie 
diffeience between Hapur and Bombay prices increased by 
Re. 9*031 per maund during 1934-35 and by Re. 0*01 4 per 
maund in 1935-36 (as ('ompared to 1933-34), these 
increases were more than counter-balanced by greater corre- 
sponding increases in case of Lyallpur, of Re. 0*108 and 
Re. 0*099 per maund respoctiveh . Thus while the position 
of Hapur with respect to Karachi and Bombay markets im- 
proved ahsohdehf during tlie three years, it definitely dete- 
rioiated relatively to that of Lyallpur. 

66. The results of this continual deterioration in the com- 
petitive strength of the United Pi'ovinces against the runjah, 
combined with otlier factors, have been prac*ticallv disa^^trous 
to the export trade of the United Provinces in wbeat. Table 
XXI below shows the exports from and imports into the- 
United Provinces, of wheat during the three years from 1933-34 
to 1935-36. Tlie figures are only too clear and speak for 
themselves : the exports of wheat from the United Provinces 
during the last two years have decreased by 2,647 thousand 
maiinds or over 57 per cent, of those in 1933-34 while the 
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jni|H)its have mounted up by *2, IK)!) thousand Jiiaunds or jnsi 
l)ejo\v .11)5 per cent., with the result tliat in 19y5-;56, probably 
fur the first time in tlieir iiistorv, the United JVovinees stand 
as importers of wheat. The net exports of wheat from the 
United Urovinees in show a decline of ovei- 125 per 

cent, of those in 11)83-^34; in other words, the Uinted JVov- 
inces imported in 1935-30 more than 25 pe?- cent, of the 
(piantity of wlieat they ex])orted in 3933-;34. 

T.MJUi XXI — Kxtirml trade of the Uuitcd Pruvinces in u'hrai 

(1933—30) 

Un niaunds) 


— 

1933-34 

1034-35 

1035-36 

Exports 

4.612,258 

2,111,671 

1,005,467 

Imports 

1,030,803 

1,701,611 

3,030,301 

Net exports 

3,011.455 

310,060 

—1,043,834 


07. This decline in ilic cx]>or(s of whom has not Ix'en (‘om- only 
iH^nsated hy aji increase in the exports of wheat flour fioui 
the pjovince. On the eonlrary, the following Table shows iJiat in imports of 
the n(!t ini]K)i ts of wheat flour into tli(^ United Urovinces i n wheat flour. 

J 935-30 increased bv 420 tliousand inaiinds or over J02 per 
cent., as compared to 1933-31 : 

'J'AULii! XX1.1 — hJxtcffial trade of the United Provinces in trheai 

flour 

(1933—36) 

(In maunds) 


— 

1933-34 

1934-36 

1935-36 

Imports 

809,586 

1,139 366 

1,402,416 

Exports 

400,791 

471,037 

673,731 

Net imports 

408,795 

650,319 

828,685 


08. Nor does the decline in the exports of wheat from tlie The clettjine 
United Urovinces during the last two years ap|)ear to he due due to 
to decrease in the yield. The yield of wheat in the United 
Urovinces decreased from 2,572 thousand tons in 1933-34 
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to 2, 5-29 tliouHaiid toiiH in 1935-36, tliat is, by 43 thousand tonn 
or about 1,175 thousand rnaiinds. But the net exports of 
wlieat during the same period decreased by 4,655 thousand 
luaunds, and even if this figure be diminished by the entire 
anioiint of the decrease in production, a decline of 3,480 
Ihonsand maunds in the net exports of wheat still remains to 
but mainly he accounted for. Clearly, then, adverse competition from 
advene outside the |H‘ovince, helped perhaps by comparatively high 
competition, rates of freight (considered in relation to the price) within 
the pi’oviiice, inusi he considered responsible for the decline 
in tile exports of wheat from the Ignited Provinees during 
the. last two years. 

Pun’ab's significant that the net expoits of wheat from the 

rtwponsibiliiy J^unjah increased from 4,678 thousand maunds in 1933-34 to 
lor decline in ,c; . 125 tlioiisand maunds in 1935-36, showing an increase of 

° 3,747 thousand maunds against the corresponding decline of 

from United 4,655 thousand maunds in those from the United Provinces. 

Provinces. ]| |)ja interesting to see how far the Punjab shares the 

responsibility for this decline. Of the iliree big wheat markotji 
Theimpor- Calcutta, Karachi and Bombay, tlie United Pi’ovinces, in 
tanceofth© their competition with the Punjab, occupy the most advan- 
Calcutta ta< 2 eous geographical position with respect to Cahnitta, which, 
market to accordingly, has been and still is their best customer, as I he 
the United following Table show^s : 


Punjab's 
reBponsibilily 
for decline in 
exports of 
wheat 

from United 
provinces. 


The impor- 
tance of the 
Calcutta 
wheat 
market to 
the United 
Provinces ; 


Taiu-r XXI I! — Exports of v'hent from the Vnited Provinces 
(Uid the Pun fab to Palruttfiy Bombay and Karachi 
(in thousand maunds) 


Exports of wheat — 


ITroni the United Provinces to- 


From the Punjab to- 


Calcutta I Bombay I Karacrhi I Calcutta Bombay I Karachi 
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70. It will, therefore, be eiioii^ii to consider the extent to the 
wliich the Punjab wheat has replaced tlie United Provinces 
wheat in the CalcMitta market, 'lable XXT^' below «ives the pimjab 
total imports of wheat into Calcutta as well as tliose from the 
United Provinces and the Punjab separalelv diirin^^ the three 
years from mvXM to IDMo-Mfi,' 

^AiUir. XXIV — linpurts of u'lirat iuio Calcutta 


X'ear 

Total Imports 

Impot ts from 
the United 
Provinces 

Imports iroiii 
the Piiiijub 

liaH-34 .. 

»,t?08.r)47 

2,020,082 

707,008 

11)34 -:J5 .. 

2,CS7,l!t3 

742,283 

1,541.304 

1035-30 

4,0Ur>,4Q0 

1,001,347 

2,472,778 

Increase from 1033-34 
to 1035-30. 

480.853 

— 1,024,735 

l,'4 05,(>ttU 


in iho 
CiHlcutta 
market ; 


71. 1’he total imports of wheat into Calcutta diiiMig ItKiS- incroaM? in 
fMi increased by 487 thousand inaiiiids or a little over 
per (*ent. of the total imports during Assuming mainly ^ 

that this increase slioulcl have been shared, under nornuil 
conditions, by all the exporting centres in proportion to their 
ex|:ort.s to C’alcutta, the imports of wheat into Calcutta from th«i Vnwui 
ihc United Provinces in should have increased l)y Province#, 

ahout y.54 thousand maunds and those from the Punjal) by 
alaait 96 thousand maunds. Actually, the imports from the 
United Provinces decreased by J,6*J5 tliousand maunds, thus 
showing an excessive decline of (1 ,625 4- 954) or 1,979 thousand 
ijjaunds; while those from tlie Punjab increased by 1,765 
tlKMisand niaimds, sliowing tliercb}' an excess of (1,765 — 9<i) 
or J .669 tliousand maunds over the ea’prctrd imports. A 
de(‘rease of 1,979 tliousand maunds in the imports from the 
United Provinces lias, therefore, to be- set against an increase 
of 1,669 thousand maunds in those from tlie Punjab, which 
leaves a decline of only 910 tliousand maunds in the imports 
iVom the I’nited Proviiu-es to be accounted for otherwise. P 
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AclvOl'BO 
effoct of 
(‘competition 
from the 
Punjab in 
the Bombay 
and Karachi 
markets. 


Tiio export 
trad(.) of 
tho United 
Provinces in 
wheat is 
seriously 
threatened — 


a crisis* 


Causes and 
results of 
the crisis — 


appears, llierelore, tliat tlie iicavy tlecline in tbe expurts of 
wheat tVoJn llie United Provinces to Calcutta during tlje 
last two years is to be practically completely accounted for 
by the corresponding' increase in the imports of wJjeat into 
(■alciitta fi'om tlie Punjab. The comparatively small difference 
of diU thousand niaunds would be further narrowed dowji if 
the decrease of 1,065 thousand maunds in the yield of wlieat 
in the United Provinces during the last two years be taken 
into accoimt as a factor partly confri])iiting' to tlie decline 
in the cxpoi'ts wlu'at from the United l*rovinces lf> Caleiitla 
during tlie same period. 

7‘2. Tt niav here be pointed out that the competition fj’oni 
tlie Punjab has not. altogether spared the Bombay niaiket 
either, althougli its efl'eets in that market have natuially i»een 
less disastrous tium those in the Calevitta market. Table XXTIT 
shows that the im[)orls of wheat into Bombay from the United 
Provijiees decreased from 41 tliousand jnarmds in 1000-04 to 
ID iliousand maunds in 1005-06, while tliose from the Jbinjab 
increased during tlie same pei*iod from 000 thousand niaunds 
to 1,400 thousand rnauuds. As to the Karaelii inaiket, the 
U’nitod Provinces have been exporting praelically no wheat 
to Karachi since India ceased to cx|:ort wheat to foreign 
countries. 

70. The singular importance of the Calcntta wlasit market 
for tlie United Provinces has heoii already pointed out. Figures 
in columns 02) and (5) of Table XXTli above show how the 
United Provinces had been ligliting a losing battle with tlie 
Punjab in the Caleutta market during the yeai's from lOIS-10 
to 1920-21, tliat their position in 1900-04 was comparatively 
reassuring luit tliat during the last two years, they have 
suffered an ominous set-back. IMie figures given in Table XXl 
reveal a crisis threatening the export trade of the United 
Provinces in wheat, a crisis which has, in fact, already set in. 
The United Proviivees are now importing wheat instead of 
exporting it. It is worth considering what the causes of tliis 
change are and whether, and to what extent, it is due to a 
decline in jirodnction or an increase in consumption or some 
other causes. 

74 . The following tabic gives tlie production, ex|iorts 
and imports of wheat (including wheat flour) in the United 
Provinces during the vear 1920-21 and from 1988-84 to 1985- 


in) Statistics of inland trade? arc not availablir for tlic. juM'iod from 
to 
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Table XXV — Produel ion, rr ports and imports of tvhcat 
(including \rhcat flour) in the UnitrfJ Prorinccs 
{In thousand tons) 


— 

1920-21 

l<»33-34 

1034-35 

1035-30 

Imports 

MS 

«7 

107 

103 

Exports 

233 

JS.*! 

05 

04 

Not imports . . 

-—85 

— 118 

+ 12 

: 00 

Production 

2,374 

2,572 

2.5i>4 

2,520 

Total available iti the 
United Provinr-es. 

2,289 

1 

2,454 

2 ,rMU» 

2.508 


To. Tliat tile decliiie iii the ex|)«Mi^i of wheat IVom the . 
Ujiiied Provinces is nor accoiiiited lor by tJie decj'ease in 
]uoduction has been sliown already (</). As to increase in 
cunsinnplioii, if the annual slocks of wheat, (inclndin;:; 
wiieai Hour) in the province be assnined to be constant, neithor 
tlie total consnniplion of wheat in the province amounted di'creuBiMn 
to thousand tons in and 2.404 tliousand iH^ductum, 

tons in 108.‘hol, wljicli shows iin increase in consumption 
of 1(55 Ihousaiid ions or al)out 7 per cord, in tlic IIJ years 
from ]()*2l to Pldl. Tlic ]U)f)ulatioij of the rnih^l i'rov- 
inces din inn- tlie peJiod tVom .192J to 1931 also increased 
by about 7 per cent., so that the above estimate of the imoi'sumip. 
increase in consum])tion seems to l)e fair. Tlie rate of ^ 
annual increase in the consumption of wheat iu the United 
Provinces thus roughly works out to 13 thousand tons. 

At this rate the increase in the consumption of wiieav in 
the province during the last two years would amount to aliout 
20 lliousand tons. Actually, the excess of yvheat available 
in the. United Provinces in 1935-30 over tlia.1 in 1033-34 was 
144 thousand tons. This leaves a snrjdus of about 118 
thousand tons of wheat unaccounted for. It is possible 
that the rate of increase in the consumptioji (if wheat 
during these two years was higJier than before 1933-34 on 
account of change in the taste of tlio people fsuhstitntion 
of wdieat for other cereals) probably due to the com|)ai'ative 
cheapness of wheat during recent years, or of an increase 


(0) Vi<h i»araKraph OS. 



( 50 ) 


rOHUJts : 
prosfnt 
otTt'cts. 


und future 
prtispects. 


in the coiisninption of wheat per head. But even if 
decrease in production and increase in consumption of wlieat in 
the province contributed to tlie decline in the wheat exports 
of the province, these two causes i)y themselves do not account 
for the whole dilference. 

7(i. It tlierefore appears tliat stocks in the province must 
Jjave increased ('(uisiderahly during the last two years. This 
conclusion is in conforniity witli the evidence of leading mandi 
hnsincssriieii and specnialors f»-om whom erupiires w'erc made. 
A feelinjf of '^I’ovvin^ nervousness on the f)art f)f hiisinessmen 
w-as observable and some of tliem expressed the belief tlint 
the ruin of the producers of wheat in the rnited rrovinces 
was inevital)l<\ The problem at present is, however, not 
merely that the exports from the I’nited Provinces have 

ceased hut that the fuovince has he^un to import wheat 

from several fieitilihoiu'injf provinces, 'rhe following* tahle 
;^ives the imports of wheal and wluvat flour in the United 
Provinces diiriti^^ the last three years. It will be seen that 

while Tnorn than 50 per cent. nl the increase in tlie total 

imports of wlieat and wdieat flour in the TTnited Provinces 
durin^f tlie last tw’o years was conlrihuted by the Punjab, 
more lliau 25 per eent. w'as shared by the Central Prov- 
inees and Berar, w'hilo the imports from Central rndia also- 
showed an appreciable increase : 

T.AiUifi XXA l — Imporis of wheat and xcheat flour in ihe 
Vnifrd Pn*vinccH from different .sources 
(in hiaunds) 




1 Imports into tho ITnited Provinces from — 

Total imports 
into the 
United 
Provinces 

— 


The Punjab 

Central Prov- 
inces and 
Berar 

Central India 

Other sources 

n»34-a5 

103,“*-..% 


l,400,r>C.0 

L».510,01(i 

2,0.10,593 

288,500 

200,615 

088,7,33 

41,244 

10.'5,232 

.356,817 

110,070 

114,204 

136,574 

1,840.380 

2,030,067 

4,441,717 

Iiicrrase 

laari-aa 

1033-34. 

ili 

ov»'r 

1,550,027 

700,224 

315,57.3 

26,504 

2,001,328 
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CHAPTEII V 


Price atid 
tho markets 


the market 
for United 
Provinces* 
centals is 
co-exteneivo 
with tlio 
Indian 
market. 


The determination of the basic price 

77. The problem of the delerniiniition of price has to be 
considered in relation to a well-defined market. It has been 
seen that foreign prices ol' cereals have at pjesent little in- 
fluence on tliose in India and the United ProvinceH(°). 

Tlie f)ri(.‘es of cereals in the niandiff of the United Provinces 
are, however, highly coiTcIated with tliosc in other inaudis 
in tndia {^'). The com|H*titive n market for the I’nited Prov- 
inces' wl)cat fand other; cei’eals) is tlms at present limited to 
and coincides with the Indian market. It is, therefore, with 
reference to this latter that the problem of the determination 
of tlie price in tlie principal matidh of the United Provinces 
lias to l)e considereii. 

78. The conception of |)ricc implies a reference not only Price and 

to the extent of tlie market hut also to the length of tlie ^ 

period witli refercru'c to wliicb jrrice is to be considered. 

For, altbongli llie factors wliicli determine the price are 
fm id a men tally the same in all cases, their relative im- 
portance tends to vary according to the Icngtli of the period 
under consideration. For examjrle, the influences an'ecting 
the fixation of the “ spot'’ price — that is, the price in the 
very short period, say, on a ])articular day — arc not exactly 
the same as those whicli determine the “ speculative or 
the “ market ” ]>r ice — I ha t is, the [irice in the “ short ” or the 
the “ rijoderately long" pe?*iod, say, a monh or a. year. “ «'Hrket 
Again, a slightly difl'erent set of influences determine t!ie 

prospective ” or, as it is ciimmoidy called, tlie " normal 
price — that is, the price in tlie “ very long " period, say, five 
or ten years. This latter price shows tlie secular trend of 
the clianges in the “market" prices. The ** Ro^Tiinl '’ .» 

price is, however, a theoretical price, a mere imaginary con- price, 
(•option; for it implies that conditions remain “equal “ in 
the “ very long " period. As it i.s, conditions change. 

The “ market " price is, Jiowever, the real price. 

70. For practical purposes, however, prices may broadly Day-to-day 
be (dassified as (1) prices on a particular day and (*2) prices prices ana 
in the long period. On any particular day the supply is more 
or less fixed, being limited to the existing stocks, so that period— 


(a) Vide paragraph t3‘2. 


(&) X^ide parujruph 40. 
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the im- demand tends to play comparatively an important part in the 
de^nd^in' price. Tn tlie long j)eriod, however, the sui> 

th™short ply corninodity can be increased or decreased and adjusted 
period, lo the estimated demand. Consequently the influence of 

and of demand in the determination of the [yrice in the long period 

the^on™ tends to be discounted and supply generally plays a more 
period. im]:>ortant part. 


Piioeand tliiid iiein which has to be atken into account when 

tlie problem of x>’'h*e-fixation is under consideration is the 
commodity— nature of the commodity in question. Perisliablc comniodi- 


porishable 
commodities 
and the 
importance 
of demand ; 


ties like vegetables and fish fuivc a short-period market and 
on account of the eagerness on the part of the sellers lo sell 
their goods on the day tliey are brought to the uu/ud?, ilie 
im]:)ortancc of demand in fixing tlie ])rice becomes iniich 


non- 

perishable 
commodities 
and the 
importiance 
of supply. 


greater. Non-pej*ishable c'ommodities like cereals can, how- 
ever, be stocked and their sale ])ostporied to a later dale if a 
fair ])jici* is not obtainable on the day Ihey are brought to the 
mandi. The market for non-perishal)le commodities is there- 
fore not limited to the short period and the inijiortance of 


supply in the determination of their prices i«s ordinarily gp-ealer 


than that of demand. 


Demand 
for ceimls — 
its meanings 


ordinarily. 


in the long 
period 


and in the 
short 
period. 
Demand 
for ecieals 
in India — 


81. 'J1ie two fnndamenlal factors which detenn.ne the 
])riee of cereals, as of every other commodity, are “ demand ” 
and “ supply ”, These, however, are very broad terms and 
their exact meaning varies according to the circumstances and 
the period of time under consideration. “ ]>emaMd ” in Ihe 
case of cereals consists of (1) demand for consumption, local 
as well as from outside niaudis and (2) demand from sjiecu- 
lalors, local and outside, for purposes of “cornering" or 
stocking in the liopo of a better price in future, f'onsider- 
ing the long period, demand in a rnavdi would tend to coin- 
cide with tlie present and prospective demand of consumers. 
Tri the short jieriod, however, demand is affected largely !)>■ 
speculation. 

82. It lias been pointed out above that the competitive 
market for cereals produced in tlie ITnited Provinces coincides 
with tlie Indian market. The long jieriod demand for cereals 
has therefore to be considered with reference to the consump- 
tion of cereals in India. Figures are not available to show 
directly the quantity of wheat and of cereals as a wliole 


the quantity required annually for purposes of consumption in India , 
foi^con?** quantity available for consumption can, however, he cal- 

siimption as Ciliated by adding to tlie yield in India the quantity 
imported and subtracting therefrom the quantity ex]ioited. 
^m'and. Changes in stocks also affect the quantity available for con- 


sumption. Since stocks of cereals are considerable in the 
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[n*lian market, variatiujis in tlieir liuigmtiule niay inuteriully 
alter the total quantity available for consumption at any 
one time. Tiiere are, however, no data available to indicate the 
iKitnre of variations in stocks.- If, however, stocks are assumed 
to be more or less c.onstant, tlie ’* quantity available for con- 
sumption will approximate to the demand ” for cereals. 

Tnl)lc XXX'Tl below {^ives the quantity of wheat and other 
cereals av;tilal)le for consnmptioji in India during the last ten 
veais. The fi;4urt^s have l»ecii arrived at hy subtracting^ the 
net exports in a ^iven year from tlie quantity piXKluced in 
tlie preceding' yeai*. 

'rAULE XXVH — Quantify of Cereals available (or Consump- 
fion (in thousand ioihs) in India (1920 — Mfi) 


Year 

W^hoat 

Cereals 
other than 
wheat 

Cereals 

total 

ll»2r.-27 

8,501 

44,053 

53,454 

1027-28 

8,082 

44.742 

53,424 

1028-29 

8,184 

43,501 

61,745 

1020-30 

8,885 

40,454 

55,339 

! 030-31 

10,457 

45,878 

50,336 

1931-32 

9,354 

47,547 

50,901 

1932-:« .. .. i 

1 

9,034 

48,458 I 

57,492 

1933-34 .. .. 1 

j 

9.468 

46,407 

55,925 

1931-35 .. .. j 

9,354 

46,063 

55,417 

1935-30 

9,714 I 

46,380 

60,100 

83. t’ereals as a whole are a prime ‘ 

necessity ’ 

* for life so 


I hat demand for them tends to be comparatively inelastic, in demand 
Material variations in tlie consumption of cereals can take 
place only as a result of corresponding variations in population . 
or in the consumption per head due to a significant change general 
in the average physique of the people or to some developinent 
or invention in the science of dietetics. Some variation in 
the consumption of cereals is also possible as a result of a 
material change m the standard of living of [leople or in the 
relative prices of cereals and their substitutes. In India, 
standard of living of the vast majority of people is very low. 

There is, therefore, scope for an increase in the demand for 
cereals if the economic condition of the people appreciably 
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improves. There is, however, no immediate prospect of 
liny materia] increase in tlie demand for cereals on this 
a(?count. At the same time it is often contended that the 
consumption of cereals in India has, on account of the 
abject poverty of the masses, readied so very near the neces- 
saiy miniinuiii that a rise in the prices of cereals cannot lead 
to a niaterial fall in their demand. 

84. The Indian (‘ullivatov sells only a part of the cereals 
he produces to meet his casli liabilities and consumes the 
rest. A ]ise in the price of cereals, other thin^^s remaining 
equal, would enable him to meet his casli lialiiiities with a 
smaller quantity of cereials and leave a correspondingly larger 
amount for his consumption. A rise in the price of cei-eals 
may, iherefore, be accompanied not by a de(*»*ease but l)y an 
increase in llieir consumption. Foi‘ rlniilar i-easons a fall in 
the priee of cereals may lead not to a rise hut to a. fall in 
their consnmption. About 40 per cent, of the population in 
India are actual, (uiltivators. In addition to these the con- 
sumption of village artisans and laliourers who are paid in 
Hnd for their services will be afl'eded by variations in price- 
in the same way as that of cnltivators. The ordinary law of 
demand alfects only the consnmption of those classes of people 
who depend for their requirements of cereals on ilie market. 
These comprise hardly half of the total population. In 
actual practice, however, a vise or a fall in the prices of 
cereals is accompanied by similar changes in the prices of 
other commodities which tlie cultivator })uys. Tliese latter 
changes may not, however, he propojtionate to tlie changes 
in the prices of cereals and would, to that extent, alter tlie 
jmrehasing power of the cultivator and his ability to consume 
cereals. r)ata. are not available to show wdiat profiortion 
of the cereals produced by the Indian cultivator is sold by 
liim to meet his casli requirements. It cannot tlierefore he 
definitely staled whether the net effect of a rise (or a falM in 
the price of cereals xNoiild be an increase or a decrease in the 
cultivator’s consumption of cereals in India. It will thus be 
seen that the effect of a change in the prices of cereals in 
India is made up of several items of divergent tendencie*^ so 
that it is difliculi. to say whether the net effect of a rise (or 
a fall) in price would come to an increase or a decrease in 
the demand for cereals. 

85. The consumption of individual cereals, on the con- 
trary, may increase or decrease considerably on account of a 
change in the general level of prices or a disturbance in the 
relative prices of different cereals. The demand for wheat 
may also undergo a change merely because of a change in the 
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standaid of living. TIit> deinand for wheat is llierefore 
likely to vary more lliaii the denian<l for oilier cereals to- 
gether. Tliis is home out by the coeflicients of var.ation 
worked out from Table XXY.ll above, which show that the 
ti'jriires of wheat have lieen varying more than twice lliose of 
other ceivals, the coefficients hein^* ]>«m* cent, and 

per cent, respectively. 

The eftect of various factors on tlic prict* of wlu'ai may 
he mt*asiired hv correlatjnji' them with the price. In the 
followin;^' para.iL:;raplis an' iiivcn coefficients of correlation 
hetween tlie avera^ir* annual ])rices of wheat in India (a) duriu|j; 
the last ten years, from to 10:55. and the various factors 

alfectin^' them. It may he emphasized tliar the data hein^' 
not sufficient, the conclusions derived from tlu' (‘(^efficients 
liave to he relied u|H)n with reserve. 15ihl(' XXVIII below 
pives the (‘oefficients of corndation heiweeti the price ami the 
“oiiantity of wlieai availahle for consumption in India. 

Tuhlc XXYITI — (/(H'lpricjits of rorrrfatloti heitrern prior and 
(l*in<noj for irhraf in India 


Soriort latocl ! 

• 

j 

f^tieftieient 
<»!’ eorrtda- 
lion 

ProbaV^le 

error 

Price in the year (n) and — \ 



I 

demand in the y<3ar (n) . . . . j 

— M*6r>H 

:i.0-147 

demand ill the year (/e—1) .. .. 1 

-- 0-816 

4.0*071 

demand in the year (n — 2) . . . . i 

— U-566 

±0-145 

demand in the year (n — 3) 

— 0-141 

±0-1 US 

vleinand in the year (a-! I) 

+ (t-206 

±0-204 


•S7. It; is deal’ from llie ahove table that there Is a fair 
degree of correlation between jirico and (juantily of wlu'al 
availahle in llie same year. An important point hriaiglit (inl 
by the above lalilc is tlie comjiaralively greater correlation 
between juice in one year and the quantity availahle in the 
jireceding year, diiis is significant wJieii it is ccmhiiied with 
the fact that tlie correlation is negative. Foi- if variations 
in demand at all aflcct the price directly, tlie correlation het- 
ween deJiiand and jirice would he positive, an increase in 

(a) I'ricfeK of “ Donriiali or club no. 2 (r:ilcnf<a)” — fmm Inilex NiiinbcrB 
of Indian l>ikvs 

(h) Viclo Table XXVIT ab.ne. 


Vrico oiut 
tlie various 
Hndtus 
alb'ctin^y il. 


i.V.»iTolati')n 

hi'l.wceii 

anU 

floiiiiiarf. 
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Com^Jation 

domaiid 
and area. 


J3(Mnari(i 
aftiHds price 
thnnigh 
ttn»a. 


(leruaiicl leading to a rise and a decrease to a fall in the price.. 
Tlie negative correlation indicates that either the “quantity 
available for consumption’* represents the supply side or, if 
it represents the demand, variations in demand affect the 
price indirecihj through variations in ar('a. A high demand 
tends to lead to an increase in the area and yield and thereby 
to lower the price. Similarly a low demand tends to raise the 
|)rice hy k‘ading to a (*ontraction of area and yield. J'n each 
case, tlie correlation between demand and price would be 
negative, ^’his proposition is further supported by the 
coefficienis of correlation, given in Table XXIX below, bet- 
wceii area in one year and demand in the pi'oeeding years. 


Taum-: XXIX — Cocfjiricnls of aorclaiion belirccu area 
and (h nmnil f<ir whrai in Trulia 


Series eorrelattnl 

i Coefficient 
of correla- 
tion 

Pi-obabic 

error 

1 

Awja in the year (w) and — j 

j 


(lomand in the year (a) 

1 +0-404 

i0*l7H 

deinuiid in th€» year (n — J ) . . . . ; 

+ 0-640 

±0-130 

demand in the year {n — :?) . . . . ; 

+ 0.455 

±0-J«9 


SS. It will l)e noticed that tlieie is a sti’iking correspon- 
dence between :he ('oeHicients of c.oii’elation between price and 
demand (Tabk \X\\MII) and between area and demand 
given above. While moderate correlation exists between 
area and demand and between price and demand in the 
same year, an increase is visible in tire coefficient of correhi- 
lion lu’tween area or- price in one year and denrand in the 
])rei*eding year. It seems that although variations in demand 
in any one year continue to have their repercussions on 
the price during the next two succeeding years, their full 
effect, on the price comes into play in the next succeeding 
year. 'I’his is what nray he reasonably expected. Adjirst- 
ments in area coi’responding to variations in denrand can be 
made only when lire exact variations rrie known and if the 
latter* ai'e not (‘.oirec.tly foreseen, their effect (?an come into 
play only in the next succeeding year. Tt is not improbable 
that hy the tinre the year’s crop is sown these variations are- 
not fully known to the grower’s, though fx^rhaps they get 
some idea of their direction, so that they are only partly 
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refleetecl in tlie year's aiea. During tlie course of tlie next 
year, liowever, the variations in demand are fully knt»\vn and 
necessary adjustinonts in the area are therefore made in lliat 
year. Hence variations in demand are more clearly jctiectod 
in tlie price in the Jtexl succeeding year, through iheij' i‘tfecl 
on the area. 

S\). Table XXX below gives the coefficients of correlation 
between price and area of wJieal in India. It will be seen price and 
that area tends to have a sligblly greater effect on the price®™ 
in (he next succeeding year tJian in the same year. This 
seems to be due to tlie fact that figures of area are known 
tloWMj'ds the end of the calendar year so that ])rices during a 
calendar year, and specially during its earlier j)5irl , are 
influenced hy area in the jnet^Mling year. 

'I'Anij*; XXX — (’ocfflciruts oj cnrrdatiun bdirrrn pricr and area 
tnidrr trhcai in India 


Series correlaf od 

I 

(VH'aicienl- 
of eorrela- 
lion 

1 

Probable 

error 

1 

Trico ill the year (a) and — 



urea in the year (w) 

—0-755 

±0-082 

area in the year (n — 1) 

—0 *808 

±0-084 

afea in tlie year {n — 2) 

— 0-500 

±0-130 


The effect of art'ii on price is, however, indirect since ‘imouniM t<v 
variations in area lead to changes in price only m so lar as 
they effect, or ai’e likely to alfect, the yield. In other words, pri<.»'an<i 
variations in area affoid a gioimd for speculation as to llie 
(juantitv of the coining crop, so that a c^orrelation between 
area and price, in fact, amounts to a correlation between die 
jirospective yield and price. In Table XX.Xl below aic given ^ ^ 

coefficients of correlation between price and yield of wheat 
in India. It will be noticed that the coiTelation of price with jirico und 
the yield in the preceding year is slightly greater than with 
that in the same year, and that while there is mild coiTida- 
tion between price and yield in the same as well as ila* next 
preceding year, there is little correlalion between firice in one 
year and yield two years back. It seems that the effect of 
variations in yield on price la.sts only the ne.xt succeeiling 
year, unlike that of demand which appears to last the next 
two yars.(a) 


(fl) cf. paragraph 88. 
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Table XXXI — Coefficiently of correlation between price and 
y ield of wheat in India 


SorieM coj-related 

Coefficient 

of 

correlation 

Probable 

error 

I 

Price in the year (w) and — 



yield in the year {n) 


i0-ir,l 

yield in the y&Bkv {n — 1) 

—o-eso 

±0*105 

yield in the year (w — 2) 

— 0-088 

±0 202 


1 1 lull'll j (lt‘jnaij(l, area aud yield all alleet tlie nnee, 
clifVoroiit their iinj)ortaiK:e at any one time, as ol all raelors atiecUii^ 
raoUusoii price in a hijih or low decree, varies according to the time 

speculation as to the coining cro|) plays a 
limes ill tho Very iin])ortant part in the determination ol' price from sowing 
time to the harvesting period. J>iit after the jirodiice Jias 
been broiiglit to the maud is, specnlation witii regard to demand 
and slocks plays a predominant part. Wheat, for example, 
is sown in the Ihiited Provinces from October to .|)t‘cemluM* 
and harvested from March to May. With the hegimiing ol' 
the calendar year, if not carliei*, specMilation as to iJie next 
vvlieat crof) — based on the area sown, the manner in which 
and the extent to which weather eomlitions at the time oi 


sowing are expected to affect the crop, arul siu^li otliei’ avjvil- 
■ahJe iiiiormation — hegiiis to play an increasingly import- 
ant part in th(‘ fluctuations in tlie price. As th(‘ year ad- 
vances, specially during the Jiionths of Fehniary ami March, 
speculation with regard to the outturn of the coming crop 
becomes the decisive factor in determining tlie price. P>y 
A])ril wlieat ordinarily begins to hi» hronght to the nitnidis for 
•sale and during tlie montiis of April, May and June the price 
of w’Jieat fluetiiafes very IVecjnently. 'I'he niaudis are l)iisy 
taking stock of the situation; the produ<*e wliicli was so far a. 
subject of sfieculation, is actually received and stocked or 
ex]U)rt(*d. 'I'lie beginning of the rains puts a stoj) to the flow’ 
of wheat; fi'om the villages to liie wandis and for about six 
inonths, from July dowm to practically the end of the calendar 
year, the mandis are continually reviewing the position and 
studying the existing stocks — local and external — in relation 


to the existing as W’ell as tlie prospective demand. 

92. Tlic imports of wdieat (including wdieat flour) into 
fricortnd India were correlated with the fwice of wheat in India. Tlie 

|H)roimi trftde 


— imports 
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<*oefHeient of coirelation between price arul inipnrts diirinf; 

IJie same y«ear <*ame <o 4-0*430 wilh a- probable error of 
+ 0*16*2. Apart from the fact that tlie correUilion is not blgb 
tile coefficient is positive, which iiulicates tbai it is ilie price 
’which affiects the imports, hi^h prices in India attracting 
and low prices disco^^ragin^^ imports. ll‘ imports liad alTcct- 
(id the prict*. the coefficient of correlation would liave been 
negative, a change in the imports in one direc'tion leading to 
a variation in tlie price, in the o]>posite direction. The price 
of wheat W’as fnrtlier cxa ivlated witli the exports of wbt'.it mul oxp»nt». 
(iiichiding wheat flour) fToin India. The coefficients arc 
given in tlie following table. Tf will be observed from these 
coefficients tliat not only (-*xp<»rts in tlu* '^ame year i»nl also 
past as \Ael1 as prospective exports have a diiect clfecv 
price. Tt will be remtunlu'icd that exports lejuvscnt 
“demand from abroad”. 


Taulk XXXTT — C or fli cirri ts: of rorrchium hi ftrirri 
price tuu! r:rports‘ of wheat from India 


ScricR rorredated 

Coefficient 

1 of correla- 
tion 

Prol)ali>lo 

eTTc»r 

Price in the year («) and — 
exports in the year (n) 

+0’74r» 

0-085 

exports in the year {n — 1) 

4-0*fir>5 

f 0-1J2 

exports in the year (n — 2) • . 

4-()-7«7 

40 078 

exports in the year (t/ + 1) 

4- 0' 8.34 

4 0 ‘055 


93. The part jdaved by various factors alTccting the ]uict> summary 
of wheat in India mav be sninmarizt^d as follows : onvwaors 

' unccting 

the basic 

(1) Yariations in Undiait) demand during the course of 
any one year appreciably affect the price in the same year as 
weil as in the two succeeding years, the effect Ixdng greatest 
on tlie jivnce in tlu? next succeeding year. 

(2) The effect of (Indian) demand on prica* is exercised not (jj) (jemand 

directlv but indirectlv, through area. through 

. area ; 

(3) Exports (i.e. demand fjom abroad) affect trie price not foreign 
only the same year but also in the succeeding years : prospects demand ; 
of exports also influence the price. 
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(iv) urea ; 


(V) yield ; 


(vi) foreign 
cornpe ttion 
(unimpor- 
tant) ; 


(vii) Indian 
iutiuonees 
outside 
the United 
Provinces. 


Supply — a 
speculativo 
fftotor ; 


( i) stocks ; 


(ii) und the 

coming 

crops: 


(4) Area in any year lias a considerable effect on the price 
ill the same yefar as well as in the two succeeding years. 

(5) "riie effect of yield on the price in the same year is 
signifu-aiit, and is slightly greater on the price in the next 
succeeding year; pi’ospective supply also plays an important 
part in determining the price. 

((\) There is little (‘orrelation between Indian and foreign 
prices of wheat at present. In actual practice, however, wheat 
speculators in India still show a keen interest for commercial 
news from foreign markets, perlia|)s like the people protected 
by a dam who, however, still keep a watclifnl eye on the level 
of the stniggling waters on the olVier side. 

(7.) There is liigh correlation between prices of wheat in 
dhe United Provinces and those in Indian mandis outside the 
United 1’j‘ovinces. In other words, prices in the Indian 
market have a (‘-onsiderahie intluence on those in the United 
Provinces. 

94. Supply, it has been seen, plays an important part in 
the determination of the “norinal” price of wheat in India- 
Ijong [leriod supply in a priiH*ipa! wnndi includes (i) existing 
stocks and (ii) pros[)ects of tlie coming crop — local as well 
as in outside mandis and regions with which possibilities 
of prohtable trade exist. Acciinite infoi-mation regarding 
stcK*ks is not available in India even to the big speculators. 
Moreover, in the business world, as perhaps in many 
siiheres, a<*tual facts are of less importance than the 
information of people about them and their interfiretation of 
tile available information. Conditions may actually exist 
which would normally lead to a rise or fall in the existing price 
but if they are not known, no variation in the price would 
actually take place. On the oilier hand, even the most trifling 
phenomenon whicli has apparently no relation to price may 
lead to a variation in price if businessmen so interpret it. 
Thus, curious as it sounds, the appearance of a single cloud 
ill the sky at a. particular time in the year or the riew's of 
imminent war in Europe would generally lead to a change in 
the price in India, although the cloud may disappear within ii 
hour and tlie possibility of foreign trade in the near 
future niav be remote. It is, therefore, not the actual stocks 
blit the idea of speculators about their volume that really 
matters. As to the prospects of the coming crop, it is for all 
practical purposes, entirely a matter of speculation. All news 
and infoiniation, however unimportant, which tend to throw 
some light on the prospects of the crop are sought for with the 
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greatest zeal. Forecasts of (lie coining crop are awaited with 
feverish eagerness. The correlation between forecasts and 
variations in price does not adniit of qnantitalive ineasine- 
inent, but the iiuportant jiart played by forecasts in alTe(*ting 
the direction and magnitude of variations in price is very well 
known to those wJio have a knowledge of the woi king of s|)ecii- 
lative wandhs. The “visible'’ supply and demand aie thus no 
longer the only or even the main factors determining the |»rice; 
a very powerful hkctor now-a-days is speculation, specially »»n 
the prospects of tJie coming crop. Curiously enough, the 
prices of all cereals at })resent are fixed witli regard to a re- 
latively unknow !i rntiire and the known past and present 
affect tliem only in so far as they are indications of the future. 
“Price”, therefore, is determined by supply and demand not 
as actually existing hnt as understood by speculators, tliat 
is, by the inter-action of “speculative supply” and “specula- 
tive demand”. 

05. 1'rnfh is wliat man brlicrcs to he true; it is specially 
so in tlie business world. But just as the nearer the hclicj 
is to the AI>solute Truth, the better is the Ideal attained, 
even so tlie more true is s|)eculation to the actually existing 
conditions, the less frequent and wide would the fluctuations 
in the jirice be; in other words, the more would tlie “ market ” 
prices tend to be stable and iinifonn and to approach 11 k‘ 
TKjrmal |)rice. For, the price is fixed in view of the condi- 
tions of supply and demand as speculated, and later on, when 
speculation is found to be not exactly eoiTCct, either on account 
of faulty s])Cculation due to lack of ex])erionce or because of 
unseen events liaving since taken place, e.g., unfavonrable 
change in weather, a change in the price is made to bring it 
more in conformity with actually existing conditions as then 
understood. If, therefore, speculation be exactly correct, no 
occasion would noj’mally arise to alter the price; and furtlicr- 
more, tlie more true is speculation to the actual conditioiis, the 
less wide and frequent need be the variations in the 
lirice later on. As it is, although, on account of the practical 
imjiossibility of an exactly accurate speculation, fluctuations 
in prices are a little more frequent than perliaps they would 
he if there were no speculation, they are always less wide at 
a time. Speculation thus tends to bring about uniformity 
in prices and to smoothen out the price-fluctuations. If. gives 
a very great incentive to businessmen to keep themselves 
fully informed of the latest changes in the piice. Indeed 
the competitive zeal on the part of speculators to keep them- 
Belves informed of the last-minute changes in the price some- 
times leads to almost dramatic scenes («). Speculation thus 
effectively discourages the phenomenon of price-lag and tends 
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to iniiiiniize the difference not only between prices at differ- 
ent places but also between prices at different times(*»). It 
is a sort of business-specialisatiou requiring high technique, 
and elticiency in speculation should directly measure the pro- 
gress of business skill. 

‘.)6. While the usefulness of scientific speculation cannot 
be exaggerated, the dangeis of haphazard speculation cannot 
be over-eiiipliasised. Tiie former is based on an intensive 
study of prices, market conditions, weather conditions, 
periodicity, extrapolation, etc-, wliereas the latter is guided 
by astrologers, palmists, fortune-telleis. dreams, omens, 
paints (lalendars of the .Hindu year), jaqits (sages), blind 
following of tlie bigger speculators, rumours (generally 
ill-l'oimded) and a host of otliei- irreieva.nt factors. 
It was found on enquiry in the vai’ious niatidis of the 
I ’ nited Provinces that these hap])y -go-lucky speculators 
geneF*ally outnumber tlie scientific speculators, but that happi- 
ly their share of the volume of speculation is only a small 
fraction of the total. In fact, such speculators regard specula- 
tion more as a form of gambling than as a scientihe 
statistical business requiring a high degree of business skill 
and experience. As it is, apart from their personal loss, they 
put into action forces which generally go to pull the jaice in 
i\ direction other than that wMirranted by actual conditions. 
Conse(|uently, if and when the amount of business transacted 
by such speculators is appreciable, a “ collapse ” follows, 
leading to a sort of earthquake in the business world and not 
infrequently generating a series of wide fluctuations and a. 
wave of nnsteadiness in the prices. Such business-quakes 
tend to undo tlie useful work done by systematic organized 
speculation. 

07. The great desirabilih of scientific sjieculation and the 
imwliolesome efTc/'t produced by haphazard speculation on the 
condilioii of trade and market point directly to the need of 
adequate rcli:d.de statistics and their timely publication. 


ia) 1 wMs inUTviowiiig a biisinossmuii and sponilator in wheat 

at his rfrsidi-ncf in Hapur. It was the 201 h of March, 1905. Th<' weather 
was cloudy und a liltlc breeze was blowing. All of a sudden the breeze 
grew into a strong v\ind aeeonipanied hy a sliarf> shower of rain, and the 
w<’aMier became more cloudy and dull. The witness asked for “ two 
iiiinutes” leave niid after briefly eonsnlting his mvriim felerk-tu.TOuntant) who 
was close by and wJio agreed that the strong wind accom])anied by rain 
would nndoiihtedly injure the standing crop, immediately, almost impatiently,, 
rang up Amritsar and Karachi. After personal greetings information about 
weathcT ami market eonditioiis was exchanged and certain forward contracts 
enti'red into. Hardly had the receiver been put down when the telephone hell 
rang anti witnt'ss was informed from his shop in the mandi that the price of 
wht'at had gone up from Es.3-fi-0 per maiind to R8.3-7-3 per mannd. 

fb) How speculation tends to rednee the difference between prices at 
different times to the luinimum necessary is explained in detail in paragraph. 
177. post. 
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Spocii lilt ion bused on relial)le statistics must needs he more 
accurule than tliat bused on iniu;^iiiiitioii or .i:uess-v\ ork. If 
relevant inforinutioii could be collected fi‘om the \arioiis 
rmijidis in the province throiijrli the local cbuTubers of coni- 
niei*ce or any other viamli organization and co-ordinated and 
j)iiblislied liy a provinciial organisation like the Bureau of 
Statistics, alono witli otlier useful data and inforinatioti , 
it would greatly add to tlie etticiency and organization of 
speculation in tlie nitnulis of the I'liited Province’s. Such 
pul>lication woidd tend 1(» hrinj;; out factors like sttx'ks 
from the realm of speculation based on ;^ness~work into one 
of comparative certainty, and would place sjxMnlation on 
a more scientific* basis not only directl\ h\ supplying reli- 
able information but also indirectly by disconi'agin^^ liapbazard 
speculation. 

08. 1'lie vaiious factors affectinfj tlie basic price have been 
dealt with. The ordinary consumer, however, is concerned 
directly only with retail firices. Table XXXTIPfA) below 
drives retail prices of cereals in India, and ^I'ablc XXXflTd*) 
in the Tinited Provinces, during the. last ten vears. 

’'I'abl.t: XXXIIl(A)- -/?r/ai7 Prices of Cereals in India (a) 

(1026-35) 



W heal 

Rico 

Ornm 

Raney 

Jowiir 

1 

Rajra 



Scent per rupee 



j r'2*> 

(i-.18 

6 *,62 

8-7 

9*79 

8 -47 

7 -22 

1927 

0-84 

6 *38 

8-49 

10 -46 

8-64 

8 16 

J siiiS 

6-91 

S-S4 

8 -06 

9 *95 

9 37 

8-70 

ia:.'9 

6 -95 

6 *89 

7 -00 

9 -62 

8 -52 

7*17 

ll»3(» 

Iij-so 

7 *20 

10-27 

17-48 

1210 

1'. -60 

A ri ra 1 92G — 

30. 

7ij0 

3-92 

s-.w 

n 44 

9-30 

8 -37 

l!»3l 

lA-rA) 

10-46 

16-10 

24 -22 

18 -74 

17 -74 

1 932 

12-16 

1 1 -32 

16-49 

19-30 

16 -88 

16 -73 

1933 

12 04 

13 -02 

16 -04 

18 *77 

17 21 

14 *76 

1934 

13 -GO 

13-06 

17 -20 

21 -34 1 

i 16-91 1 

15-34 

1936 

12 89 

11 -12 

1 

IC-66 

20-41 j 

15 -83 

14 GO 

A nrttf/c, 1931 — 

St) . 

13 02 

11 -86 

' IB -48 

1 

20-81 i 

i ! 

17-12 

15.63 

Averajro, 192a — 
35. 

10*26 

8 *87 

i 

12-49 

! 

16-12 1 

i 

13-31 

1 

12-00 


{ft) From Index Numbers of Indian Priees. 1801 — 1931. Priees of 
maize arc not available. 


Retail 

pri<*os. 
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Tablb XXXIII(B) — Retail Prices of Cereals in the 
United Provinces {a) (1926-35) 

! r I i i ^ ; r 


Years 

Wheat 

Riec» 

Gram 

Maize 

Barley 

Juar 

Baji-a 




Sce.rit por nij/oe 



lh2() 

6*81 

4-75 

8-75 

8-69 

9-50 

8-34 

7-63 

1927 

7*69 

5-56 

9*38 

10-43 

10-68 

10. 32 

I 9-38 

1 

l'J28 

7*25 

5-50 

8-37 

12-52 

10-31 

10-94 

9-81 

1929 

7-29 

5 -74 

7 -19 

9 -52 

9-25 

2-21 

i 7 -25 

1930 

11-17 

6 -94 

10-75 

10-06 

16-69 

14-44 

12-19 

Aviirauc, 1926—30 .. 

S-OJ 

1 5 ‘TJ 

S‘8U 

11-42 


10 -ir, 

ry-2J 

1931 

in -41 i 

1 

i 9-68 

1 

17-41 

24 -86 

24 -00 

26-00 

22-04 

1932 

11-56 1 

i 9 -57 

1 

16*49 

20 -40 

18-48 

20-79 

19-31 

1933 

12-89 i 

10-26 

16 -45 

20-47 

18-87 

19-73 

17 -9:) 

1934 

14-83 

10 -68 

17-81 

20-49 

21 -62 

20-35 

19-34 

1935 

13-34 

9 -Oil 

17-20 i 

18-40 

19-88 

17*78 

17-06 

Avcnttfc, 1931 — 35 

i:h6'J 

10 or 

1 

17 07 1 

20 -.94 

20 -55 

'20 -08 

79-/;; 

Average, 1920 — 35 . . 

10-83 { 

! 

7-89 1 

12-98 ; 

' 1 

16-18 

15-93 

15-69 

j 

14-20 


90. t'oefiicienl of <*oiTelati()ii between retail and wliole- 

saie prices of wheat durin<»* the last ten years comes to-f O’O.*) 
for India and -fO'94 for the I’liited Provinces. This is wJiat 
ujay he expected, for variations in retail prices are determined 
almost entirely by variations in wholesale f)ri<*es. There is, 
bowevei*, one important point to renieinber in connexion with 
the relation between wholesale and retail |)rices ; variations in 
retail ])rices bifx behind those in wholesale prices in respect of 
time as well as extent. This laj? in retail prices is not so 
(dearly visible wlien animal ])rices are (considered as when 
w-eekly or daily prices are taken into account (®). 

100. Althon;afh variations in retail prices appear to be mostly 
determined by changes in wholesale prices, they are as much 
the result of the interaction of the forces of demand and supply 
as the variations in wholesale prices in the sccondaiT ftiandis or 
the villa^^es(h). 11ie consumers’ demand is directly (conveyed 

(a) From “Agricultural Prices in the United Provinces*’ by Dr. Eaj 
Biilmihir (lupta. 

(ii) Cf. paragraph 118, post. 

(c) Cf. paragraph 25. 
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to retailers, who buy tJieir requirements from wholesale 
<lealer8. These latter, in their turn, look foj'ward to the 
principal matiiH of the rep.on to meet their demaiul. ^'aria- 
tions in demaiul from different areas are thus conveyed to the 
principal tiiiniili through local retail and wholesale dealers. 

'J'he principal mnndi correlates them with the supply and 
Hujusts tile price accordingly. Tlies»> adjustments in price pass of principal 
down to the consumers in the same way as their demand 
eame up to the principal mmuU, viz., throngli the wliole- 
fiale and retail dealers. Thus sii)){M)sing tliat at any particular 
time the consumption of wheat in a l<K‘aIily goes up materially, 
the retailers would, for the time being, raise the ])rice in view 
of the increased demand. The consumers, faced with a higher 
pri(5e, will have to lone dow'n their demand so that an equili- 
hriuni between local demand and supply is established. 'I’liis 
equilibrium will, however, tend to be temporavv and unstable, 
for it is the result of a rise in price which (omplelely ignores 
<‘ondi(ions of demand and supply outside the locality. The 
retailers, while raising their price, would, at the same time, 
make corresjaindingly greater demands on the wholesalers, 
who, in their turn, will buy larger quantities of wheat from 
the ])i'incipal maiuU, The princiiwl mnmli, if it finds that 
the demand in the entire region tends to exceed the supply, 
will raise the price to the extent necessary and sufticient to 
balance the demand with the supply in the, entire region. 

This will result in a corresponding innease in the price at 
which wholesalers sell to the retailers and further on, in the 
retail price. The extent to whicli the piincijial nimifli raises 
the price is just what is warranted by the conditions of 
■demand and supply in the entire market, and if the retailers, 
in the first instance, raised their jirice by more (or less) than 
what the increase in the price in the princ^ipal maiuU justifies, 
the retail prices would have to l>e adjusl.ed accordingly and 
a jiernianent and stable equilibrinm would he brought about. 

Thus, although the retailers in any particular locality may 
raise or lower the price immediately after an increase or 
decrease in the local demand, the proper variation in the local 
price would come into effect only through the principal 
mandi, that is, after a proper variation in the whoh-sale price. 

The reason for this is that the significance of variations in 
local demand, as of other economic changes, cannot l>e effect- 
ively judged at their source ; they must be reported to the 
principal mandi which alone is competent to analyse and 
assess their importane.e in relation to similar for divergent) 
changes in other locaTities. 
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CHAPTER VI 

The pku'e in i he secondary mandis 

101. It Jias been pointed out(<') that the secondary mandis' 
form an important link between the villages and the principal 
VKnidi, Not only do tliey, generally, bring tlie “ market 
nearer to the producer’s iiotiie, but they render a valuable 
service in financing the trade. On the other hand, they give 
the benefit of their knowledge of the condition of standing 
crops in the locality to the principal mamli of the region, just 
as the latter gives them the benefit, through changes in its 
price, of its own knowledge of conditions outside the region. 

102. It has also been seen(^0 that the relation between 
the price in the secondary mandis and that in the principal 
mandi is, fuudanientally, one of inter-dei>endence, though 
superficially it a])i)ears to be one of dependence. And since all 
secondary mandis are but component parts of the market re* 
]Heseiited by the principal mandi of the region, it follows- 
axiomaticallv that a high degree of coiTelation must exist 
between the pri(*es in the latter and the secondary mandis 
The price in the principal mandi may therefore, for all [>racti- 
cal purposes, he taken as providing the basis for the price in 
the secondary mandis. 

lD:i. Tlie difference f)elweeii the prices in the principal 
mandi and the secondary mandis would naturally be a func- 
tion of variables vvl)i(*h would differ according to the- 
region considered and the geograidrical position of the 
stH^ondary nwndis with respect to the principal mandi 
of the region. It would therefore be well to analyse the main 
ranscs which generally lead to such differences. These causea 
ai*e, normally, the same us those which account for the 
differences in the prices in the principal mandis and those 
outside the province. 

104. Ignoring differences in the various qualities and units 
of weighment or measurement of cereals, the first factor to be 
considered in this connexion is the mandi charges’*. The 
component parts of the mandi charges” — those that are most 
common as well as those that are exceptional — ^have already 
been analysed (cl. The most common items of '"mandi charges” 

(rt) Paragraph 11. 

ih) Paragraph 

(c) Paragraphs 54 — 57. 
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are practically the same in tlie secondary 7nandis as in the 
principal mandis. The rate of charge, however, is in many 
cases a little higher, and the exceptional charges a little more 
common, in the secondary mandis than in the principal 
mandis. Below are given the average mandi charges in some 
of the secondarj^ mandis for cereals in the United Provinces. 
The charges are borne by businessmen who import wheat 
through the pnkha arliatis in the particular ^nandi. 

H'-mu.k XXXIV — Mandi rharfjes in some important secondary 
maiulis of the Ihiited Provinces (pukki arhat) 

Item of oharge Charge per Rs.lOO 

Rb. q. p. 

(A) Baraut (Meerut)— 


Tulai 

. . 

.. 1 

9 

0 

Arhat 

. . 

.. 0 

12 

0 

Dhartnadn . . 

•• 

.. 0 

1 

0 


Total 

.. 2 

6 

0 

(B) Budaun — 

Tulai 

. . 

.. 1 

9 

0 

Arhat 

. • 

.. 0 

12 

0 

Ooifhala 

• • 

.. 0 

2 

3 

Shagirdi (Miscellaneous) 

•• 

.. 0 

2 

U 


Total 

.. 2 

9 

9 


(C) Khiirja (Bulandahahr) — 


• Tulai 

. . 

.. 1 

0 

0 

Arhat 


.. 0 

10 

0 

Dharmada . . 

. . 

.. 0 

1 

0 

Ooahala 


.. 0 

0 

9 


Total 

.. 2 

4 

9 

(D) Hathras (Aligarh) — 

TvAaiia) 

. . 

.. 1 

9 

0 

Arhat 

. . 

.. 0 

8 

0 

Ooshala 

. • 

.. 0 

1 

0 

RamlUa 

. . 

.. 0 

0 

3 

Shagirdi(a) . . 

•• 

.. 0 

4 

0 


Total 

.. 2 

6 

3 


(n) Sometimes a oharge of Re.1-13 per Bb. 100 is made under tulai 
and no stiagirdi is charged. 


Illustraiiot s 
of mandi 
charges ic 
secondary 
manduf. 
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The arhat ; 


the tulai ; 


the 

dharmada ; 


<E) Charggon. ( Jhanei)^ 
Town Afoo tax 
Arhat 
Dharmada 


Charge per Ba.lOO. 
Rb. a. p. 

.. 0 12 ft 

.. .. 0 12 0 

..010 

Total ..196 


105. The most eommon arhat rate in the secondary marulis 
of the United Provinces is 12 annas per Es.irX). Thus this 
is the usual rate of arhat in the mandis of liaraut, Shanilii 
Deoband, Dhampur, Amroha, Sainbhal, Pilihljit, Budaun, 
Etah, Bulandshahr, Sikandrabad, Dankaur, Khiirja, Deoria 
and Chirgaon. The rate, however, is, in practice, generally 
reduced to 10 annas per lls.lOO and in some cases to 8 annas 
per Bs.lOO, specially when the buyer pays the price in cash 
or when his credit is sound and unquestionable or when he 
offers a large amount of regular custom. The rale ol‘ 10 
annas per Ks.KK) appeal's to be tl)e best “average” (;f the 
arhat charges in the secondary mandis of the United J Prov- 
inces. 

106. The jnost common rate of tulai is practically the same 

in U)e .secondary mandis as in the principal mandis, namelvi, 
Be. 1-9 per lis.l(X). Thus this is the prevailing rate in tlie 
mandis of Baraut, Pilibhit, Budaun, Etah, Sikand- 
rabad, Unnkaur, Klmrja, Amroha, Samblial and Khatauli. 
The ^ariation in the charges is less marked than that 

in thci wrhat charges, and deviations IVorn the average are 
comparatively few. 

• 

107. The most variable amongst the common mandi 

charges in the secondary mandis is perhaps the charge made 
for piu'poses of charity under different names like dharmada, 
(joshahiy ramlil'a and rnandir (temple). I'he rate varies gene- 
rally from 6 pies to per Ks.KH) but tlie iiiaximuin 

rate is by no means the least common. This is due to the fact 
that the common dharmada charge of 1 anna per Rs.KX) in the 
jnincipal mandis is replaced in not a few cases by a charge in 
kind of 1 chhatak per maund in the secondary mandis, wliicli 
amounts to Be. 0-2-6 per Bs.lOO. Where this is not done, it is 
not uncommon to charge an additional 1 anna per Bs.BM) for 
qoshala besides an equal charge for dharmada. Due to this 
common increase in the charge for charity and to the fact that 
other additional charges like shagirdi tend to be more common 
in the secondary inandis, it will be reasonable to fix the average 
charge under this head in the secondary mandis at 2 annas per 
Es.lOO. 
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1<»N. The total average “niandi clmrges" in tl>e secomlary 
mandia thus amount to Its. 2-5 per lis.ltX) or 2'313 per cent, mandi 
against Rs.2-2 per Rs.lOO or 2*125 i>er cent, in the principal 
miUidin. In order to find out the difference that this charge 
would by itself tend to make between the prices in the princi- 
pal and tite secondary mandis, it has to be converted into an 
equivalent charge per inaund. This, liowever, cannot be 
done with accuracvi on the basis of the avei’a^je price in the 
principal mutidia of the province; for the amount of Es.2-5 is 
the charge made on wheat whose value in the ^secondary 
uiandis is Its.ltHt so that the price on the l>asis of which 
the conversion is to be made is pro|H)rly the avciage price of 
wheat in the .secondarv niundis of the pixwince. 

lot). The cost of trans|iortation includes not merely the 
railwiiiy freight and cartage to and from the station or, if the transporta- 
Uatisport i.s effected by road, the thdn charges (cartage^ but tion : 
also the terminal tax or tlie octioi duty and tiic charges for 
puUi'dari (packing, loading and unloading). The rates 
of terminal tax or octroi duty vary greatly from place to**’®®‘^ro‘ 
place and in some places (including Hapiir) they are not ““ ^ ’ 
imposed at all. No general average can therefore be given 
under this bead. The railway freight also varies accovdiivi 
to the distance involved in each pai-ticular transaction and freight 
tlierefore does not allow of any generalisation. The charges 
for paUedari, cartage, etc., that is, the expenses of putting 
the grain on rail, would also vary iti individual cases, though and 
to a less extent. These latter charges were computed ax an 
average of about 6 pies or Re.0*031 per maund in the princi- * **' 

pal mandis of the United Provinces!®). The same average may 
reasonably be assumed in the case of the secondai’y nwndis. 

1.10. Altlioiigh no general average can be given for railway 
freight and octroi duties for the whole province, these charges 
can . of course, be determined in any particular case. For the 
purpose of obtaining some idea of the difference commonly 
existing between the prices of cereals in the secondary and 
the piincipal mandis of the United Provinces, it would he w'ell 
to work out the average difference between the prices of 
wheat in a typical secondary mandi and the corresponding . 
principal mandi. The selection of snch a mandi near about ty p^? ** * 
Hapur, the representative principal mandi of the province, a»«*®n^y 
would facilitate the work of estimating this difference in the *""***• 
prices. On account of this consideration and of certain 
nthe.rs(f'), it would be proper and desirable to choose the mandi 
of Khurja for this purpose. 


«f) Paragraph 61 . 


(h) Vide paragraph 11. 
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111. The tiotal mandi charges in Khurja amount to Es. 2-4-9 
per Es.lOO, which is practically the same as the average 
mandi charges computed above for the whole province, namely 
Rs.2-5 per Rs.lOO. There is no octroi duty levied on wlieat 
imported into Hapur. The railway freight on wheat from 
Khurja to Hapur is 9 pies per inaund (for consignments not 
below 400 maurids). Considering the average charges of 0 
pies per miaund for palhdari, etc., the total cost of irniis- 
jportation of w^heat from Khui'ja to Hapur amoiints lo 
Re.0-1-8 or Ec.0078 per maund. The total ex])enses 
borne by an arliati at Hapur importing wheal from 
Khurja thus amount, on an average, to Rs.2-4-9 or Es.2*297 
per Es.lOO plus Ee.O-l-H or Re.O*07R per niaimd. If the 
average price of wlicat at Hapur be taken to be Es.2‘4f>M ])er 
inaund(rt), tlie following relation is obtained between tb(‘ 
average prices of wlieat at Khurja and Hajiiir, repiVJ^i?nting 
ihe average wholesale |)rj(*e per mannd of wheat at Khurja : 

0-078+(2-297x J^) .. . (I) 

1.12. The value of ;r, that is, ihe average wholesale price of 
wheat at Kliurja, from the above equation, comes to J^s.2’.‘181. 
The norinal difference between the average piices of wheat at 
Khurja and llapnv thus works out to ib^.0*KV2 or Re. 0-2-1 
per maund. This difference will vary in the case of dilferent 
pail’s of secondary and principal mandis according to several 
variables including the amount of octroi duty (if anyi levied 
on wheat imported into the principal mandi and the I’ate of 
railway freight on wheat exported from tlie secondary mandi 
to the principal mandi. 

IIM. Tf the average price of wheat at Hapur during ]9‘hV3r) 
be considered, ecpialion (I) 'above is changed lo 

2 629* =a; + 0-078f(2-297x ~) .. .. (Il>, 

whence the average jirice of wheat at Khurja during 1985-‘)f) 
comes to .about Rs. 2*090 per maund. The difference between 
the average juices of wheat at Khurja and Hapur during 
1905-36 thus works out to Re. 0*138 or about Re. 0-2-1 ‘5 
per maund. 

114 It will not be out of place here to consider the metliod, 
actually in vogue, of transjiorting cereals from the secondary 

(a) Tbe average price during 1933—^36, vide Table VII. 

*Vide Table XIX. 
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^mmlis to tlie principal mamlis. Even where there is no corn- inherent 
plaint about the railway freights being too high, the inJieJent advantagee 
advantages of transport by road, within certain limits, 
it, in not a few cases, profitable to trans]K)rt grain by » 

means of thelas. These thdius carry the load light from the 
godow’ii of the exporter down to the khatti or the stocking 
place of tlie importer, saving thereby expenses, which in the 
aggregate iiiay be consideiahle, of loading and unloading and 
cartage to and from the station indispensable in transpoil by 
rail. In fact, il w'as pointed out by businessmen in many 
fiKUidhs without complaining at all against the rates of railway 
freight, that on account of tlie above reasons. Ihrla charges, 
wliercver thcla service was ol)ta.inal)le, almost always proved 
lower than the railway cliarges ami tliat consequently grain 
w’as transported by road between niundis at considerable 
distances from each oilier. h^oi instance, the expenses of 
exporting wheat by rail from Khatauli (Muzalfarnagar) to 
Ha|>ur amount generally to I\*e. 0-0-9 per bag of maiinds, of 
wliicli he. 0 - 5-0 is due to railway freight, 0 [ ics to cartage lo 
Khatauli station, 9 pies to cartage at JIapur and :{ pies to 
“watching expenses'', wliereas the thrln charges amount (o 
only .He. 0-4-0 per bag. On the other hand, an advantage of 
transjiori by rail is that whereas by ihcluff the grain read uis and the 
Hapiir on the third day so that payment of money is delayed, 
by exporting through rail money can be obtained miudi sooner, transport; 
since as soon as the grain has lioTni booked, a man can go over 
to Hapur and get the money on pioduetion and submission oJ 
tlie railway receipt. Tliose who w^aiit early jiaynient there- 
fore still take recourse to transport by rail. WJiere, however, 
the necessity of early payment is not urgent, road iians- j 
port is preferred. Again, although the raihvay freiglit from tn ispori 
Meerut to llapur is lower than the thcla charges, yet, on 
account of the othei' expenses incidental to transport by rail, ^ 
a greater portion of the giain exported from ^feerut to I’apur 
is transported by moans of ilielaff ; and similarly, most of the 
grain imported into Agra from Hatliras goes by road. 

115. Where, therefore, ex|)ort of cereals from a secondary xofiunXco^i 
inandi to the principal niandi takes place by road, the of tmnpport- 
expenses of transport by road, and not the railway 
should he considered under the “cost of lraris|»of tarion” i'nauy 
as contributing to tlie normal difl'erence between tlie average particular 
prices in the two mattdis. And since, in sucJi cases, the 
expenses of transport by road tend to he less than those of 
transport by rail, tlie normal difference between the two 
prices, arrived at on the basis of the rate of lailway freight, 
must be diminished to the same extent. 
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lie. The rates of charge for transport by road are almost 
invariably determined by the rates of freight for transport by 
rail. Moreover, the\’ vary according to the demand, tending 
to go higher during tlie irionths following the harvest. Thua 
the cluiige made for transport of wheat by thelas, carrying 
between (51) and 70 niuiiiids of wheat from Meerut to Hapuiv 
a distance of 20 miles, is ordinarily 1 anna i)er maund, but 
may rise np to lle.O-l-b per maiind in times of intensive 
(leniand from Hapur. WJiile therefore no general average 
can he worked out with accuracy, it appears tliat the cost of 
transport of cereals on i liter- in f/ndt pukka roads ordinarily 
amounts to less than 1 pie per inaiind per mile. Thus ihela 
charges from Khurja to Hajuir, a distance ol' about JK) miles, 
are 2 annas per inaund. 
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117. The extent to vvhicli ilio normal difference between 
the avtuage prices of cereals in a secondary mantli and the 
principal mandi may he expected to approach tire actual diflfer*- 
ence on any particular day must be determined in the light of 
several factors leading to deviations from tliis noranal 
dilTerence. As has been pointed out befor’c(a), the actual 
pi’ice in a secondaiy mandi is subject to fluctuations due 
to temporary abnormal supplies or demand. Thus if in a 
small mandi, for example J^jtah, the number of wdieat carts 
that come to it on any particular day exceeds the normal or 
the expected nrmiber, the pr’ice of wdieat on that day would 
tend to go down. This fall in price would, however, be as 
short-lived as the excessive supply and would tend to resume 
its normal or its old level the next, day if the supply on the next 
day is about the normal. Fluctuations in prices in the secon- 
dary mandis must, thei*efore, be regarded as of two types. 
Fluctuations due io abnormal or subnormal supply or demand 
in a secoiulaiy mandi are temporaiy and short-lived; they are 
a peculiar feature of the secondary mandis, and the smaller 
or the less organised a mandi is, the more marked do they 
generally appejrr. On the other hand, fluctuations corres- 
ponding to changes in the price in the principal mandi tend 
to be permanent and are the only real fluctuations. 


la Another factor that tends to lead to deviations from 

in sVcondsry normal difference between the prices in a secondary 
mnndifi; mandi «and the princitral mandi is “prie>e-lag*\ As haa 
been explained before(^’). changes in the prices in the secon- 
dary mandis tend to lag beliind those in the principal mandis 
botii with respect to time and the extent of the change. 


(a) Vide paragraph 25. 


(b) Vide paragraph 22. 
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though the lag in the latter is less marked due to changing its oau»eii— 
conditions. The reason for such price-lag is priniarily iinper- 
feet means of conimunicatioJi. This is why this pheiu)- 
inenon is practically absent in the case of the principal mundis fion ; 
like Hapur, which are efficiently connectcfl witli the big 
hiandiii outside the province, and appears, as will be seen 
later, with much greater force in the villages, where means 
ol communication are far from efficient. Thus when the 
jiiice ill the principal mandi rises, prices in the secondary 
rufuidis also tend to rise but the rise comes into effect not 
sinmlianeoiisly with that in the principal ntnitdi : and if in tlie 
iiK-antime the price in tlie primapal mimdi changes its course 
and begins to fall, the rise in the prices in the secondary 
)itandL^ is checked before it has completed its upward course Khurja 
and the prices reverse their tendency. An interesting illiistra- ; 
tion of such price-lag was obtained by working out the co- 
efficient of correlation between weekly prices of wheat at 
Ha|»m* and Khurja during tlie three years ending March, 19o5. 

coefficient of correlation came to when prices 

during tlie same week were placed against each other, but it 
rose to 4'0‘D1*2 when Hapur prices were moved back by 
one week so that the price at Hapur during a particular week 
was placed against the price at Khurja during the next 
succeeding week. 


119. Another factor must be mentioned in this connexion. 
Normal difference between the prices in a secondary mandi 
and the principal mandi implies the existence of a perfect 
market, of perfect (omjietition amongst buyers and sellers 
and of perfect knowledge of market conditions on the part of 
both the buyer and the seller. As it is, wlien the cultivator 
himself brings his cereals to sell in the secondary mandi, he 
places more or less a complete reliance on his arhati„ Tn fact 
it would not be an exaggeration to say that tlie giiardia?^ of ^he 
cultivator in the mandi is, in most cases, not so much his own 
skill or smartness as tlie competition amongst the arhatis them- 
selves to attract clients. And wliere by tradition or for some 
otlier reason, a particular cultivator is monopolised by an 
arhaii, the cultivator sometimes loses the advantage which 
free competition amongst the arhatis should ordinarily secure 
him. It should not therefore lie surprising to find that in 
practice, the price to the cultivator selling in a secondary 
vtandi may be a little lower than the normal difference between 
the prices in that mandi and the principal mandi warrants. 


(iii) irnperfcH't 
competition 
in aoconUary 
manriifi : 


tho 

cultivator’s 
lack of 
marketing 
skill. 


• 1*20. A word may liere be added about cereals other than cereals other 
wheat. Juar, hajra, bijhri (a mixture ot wheat and gram, thaa wheat 
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01 giatii and barley) and such other cereals, when they come 
ii'oin the village to the secondary mandi, are generally sold 
only for local consumption. Naturally, therefore, their prices 
are influenced by outside prices to a much less extent than 
those of wheat. Even amongst such cereals, however, rice 
and, to a smaller extent, gram and barley are more susceptible 
to outside influences than others. 
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CHAPTEE VII 

The price in thb village : The weakness ok the cui/iiva- 

TOR AS seller 

J‘21. The price in the village is based on the price in the Th<*roltti;un 
nearest mandiW, It lias been seen in tlie preceding chajiter Rotwoen 
that the price in the secondary mandis varies with the price in 
the principal mundi, dilToring from it by a con.stan1 deter- 
mined Iby local factors including the huiudi (‘harges and secondary 
the cost of transportation. The relation between tlie price 
in the village and that in the secondary mamli is similar to 
the relation between tlie latter and tVie price in the jirincipal ibc relation 
wandi, but it is not identic'al with it. The constant in tliis •mT'vcoh the 
case is not only dilferent but more conifilex and uncertain. secmT*b^ 

It is different because certain additional factors have to l)e and the 
considei'ed for its determination. It is more complex and 
uncertain because some of these additional factors are not not IdciuHij 
purely ecoiionhc and do not admit of Tueasurement with a fair with it; 
degree of accuracy and constancy. The coinmercial life in the 
secondary niandis is comjiaratively organised and founded on oxtra- 
an economic basis ; it is not exactly so in the village, where the 
economic activities of the cultivator are almost indislingiiish- vuiugo** 
nbly intermingled with the social, tand tradition at times wonomy— 
assumes a more important role tliaii economit* reason. There- 
fore, before proceeding to estimate the conslant by which the 
price in tlie village normally differs from the price in the 
nearest niandi, a knowledge of the non-economic or tlie extra- 
economic factors which influence, and in some ca.ses govern, 
the economic behaviour of the cultivator is neccssarv. 

122. The first stage in the marketing operations of the cul- d) 
tivator is readied, in a large number of cases, even before 
he has sown the crops to which such operations relfite. In ness— 
a very few cases the average cultivator is able to save uj) 
a part of his crop for tlie piir|)ose of utilisation as S:>ed foi- the tiiss<ed. 
same crop next year; in equally few cases is he able to buy generally 
the seed he requires. By far a large majority of cultivators borrowed by 
have to borrow tlie seed they sow. The sources most com- J.u®tivator 
monly open to them for the purpose of borrowing seed include 
the agricultural farms or the seed-stores of the Department 


{a) Vide paragraph 20. 
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of Agriculture, the c?onii>ai*ativ-ely rich fello\v-.cultivator8(«j^ 
of their own village or of villages in the neighbourhood, the 
village bania, the mahajan, and the zarnindar. The Govern- 
irient seed-stores are easily the most efficient and economical 
agencies in this respect from the point of view of the cultiva- 
tors both because they supply good seed and because their 
terms are comparatively easy. The mhukari^) in general 
has, naturally, not welcomed these seed-lending stores which 
(H)iiipote with him in his business and have tended to lower 
the late of interest which he used to charge before these stores 
('June into existence. He has, therefore, openly tried to bring 
them into disrepute and disfavour with his clients and looks 
witli displeasure on those who transfer their patronage to 
them. The average cultivator is poor and realises that his 
crof)s dei»end very largely on ilie vagaries of nature and on 
other factors lieyond Jiis control. He therefore considers it 
prudent and desirable- to keep secured to himself a source on 
which to fall back in times of need not only for borrowing 
seed hut also for borrowing money for productive purposes as 
well as for jiurposes of consumption. This source is the vil- 
lage sahukar, who, because he Iielps the cultivator in his hour 
of need, exercises great personal influence over him. Illite- 
rate, ignorant and indebted, the poor cultivator is confident 
that whatever else he may do, lie cannot afford to displease 
the Kahnkar, and that so long as he enjoys his favour, he can 
tide over all his difficulties. It is from him that the cultiva- 
tor, in a very large number of cases, borrows his seed. 

12H. This socio-economic pressure, due to liis indebtedness 
in general ajid his borrowing the seed from the village mhtikur 
in particular, vitally affects the economic interests of the culti- 
vator. Bornnving from the aahtikar would, in itself, be no 
evil provided the quality of the seed were good, the rate of 
intei’est fair and the cultivator free to repay it in cash or kind 
according to his own choice. Tliat the rate of interest is often 
unduly liigh does not concern the present argument. The* 
quality of the seed afl'ecds the value of the crop grown by 
the cultivator in that it affects both tlie quality and the 
quantity of the produce. The fact of borrowing the 

(//) Tlio f.-ises in which it is possible to obtain seed from n fellow .cultiva- 
tor are rare. 

(6) The term jmhukar has been used to denote any seed- lending agency 
in the village. He may thus be the zamindar, the village hania (shopkee|>er) 
or the sahukar (money-lender) proper. It may be pointed out that even 
Avhere the zamindar or the hania lends the seed, it is not as zamindar or 
as hania that he does it. Lending of seed, as of money, is properly the 
function of the zahtikar and while lending seed, the zamindar or the hania 
acts the /tahukar to tlu^ cultivator. The tenn zahukar as used here therefore, 
has not been assigned a purely arbitrary or denotative meaning but bears: 
a referenoe to existing conditions. 
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seed i'roai the sahukar, liowever, affects tlie ainounl of uione; 
obtained by tiie (cultivator for his pnxiuce in another and a more 
important way. So lonjr as the crops stand in the field, not . 
only do they feed the creditor or the creditors will) a sense of 
sec.urity as to the recovery of tlie Joan pven to tlie owner of 
the crops, but the cultivator-debtor is also in a position t(» 
give an effective reply to the more impatient of liis creditors 
to w'ait. As soon, liowever, as they have been liarvesled, in- 
sistent and persistent are the demands of the sahnknr for re- 
payment, not merely because he, like every economic being, 
thinks that the sooner lie gets Iwick his money the belter 
would it be, but because lie realises that the .>aini}iflnr\s claim 
for rent due from tlie cultivator is prior to that of liis own, 
and that if the zamindar takes legal action against tlie culti- 
vator, his own money (or seed) may remain nnfiaid. 'I'he |,ut Hbove 
result of these sirniiltaneous demands of all the creditors is to all, the 
]»ut tlie eiiltivator in urgent need of cash at harvest 1****^’» ^ 

with the ccmsequence tliat he is obliged to sell his i)rodu<*e power ^ 
almost immediately after harvesting. He cannot wait for «nppieu 
better prices, hut must sell his produce at whatever rates 
liappen to prevail at the time. Tliere is thus, for tlie time 
being(«), an over-supply of the particular grain in practically 
all the niandis of the province. Cereals are of the nalvire of 
“ neciessities ” and the demand for them is tlu^refore com- 
paratively inelastic. The prices of cereals, as of all agricul- 
tural pjodiice, at harvest lime, therefore, tend to be the lowest 
(luring the year, and tlie cultivator fails to obtain, on ac(^ouni 
of his poverty and indebtedness (mark the vicious circle !1, llie 
niaxinuim value for his produce. The l(x*al hcopari or tlie proUure 
itinerant heopari or whoever buys the cereals from the culti- 
valor in the village is only too well actpiainted with this lack P**"'®*^ 

of waiting power on the part of the cultivator and is easily 
able to pusli the price down to the very minimum ])ermitted 
by the intensity and urgency of the cultivator's want of 
money. The economic theorem that over-sufiply or eagerness 
on the part of suppliers to sell, coupled wutb comparatively 
inelastic demand, tends to loiver the market price is nowhere 
else better illustrated in ])ractice. 

124. In quite a large number of cases, however, the ^ 
mhukar happens to be a person who combines the business of economic 
lending seed with tliat of purchasing the village produce with predKuro— 
a view to making a profit hy selling it at a better price. TTe 
generally secures repayment of the seed lent by him 


(a) e.g., the months of May aiu3 J luie for wheat. 
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in kind. Indeed the seed is often lent on the express con- 
dition or on a definite understanding that repayment will be* 
made in kind out of the crop for which the seed is lent. But 
even in cases when there is no such binding condition or 
understanding the sahukar succeeds in obtaining payment in 
kind, if lie so cliooses. The cultivator cannot afford to dis- 
please tlie sahukar because he may hm^e to bori’ow seed (and 
money) from him next year and in the years thereafter ; the 
sahukar knows this as well as the cultivator. The dis- 
advantage to the cultivator in such a bargain is that he has 
to agiee to a concession in price to the sahukar, which varies 
according to the personal relations between the two and the 
measure of tlie sahukaT\*i influence on the cultivator. 
Ordinarily the concession merely on tliis account ranges, in 
the case of wheat, from to 4 chhataks per rupee. The 
indebtedness of the cultivator in such cases is to him doubly 
disadvantageous. 

1‘25. If the cultivator happens to be under no obligation to 
sell his produce to the sahukar, he may take his cereals to the 
nearest mandi instead of selling them in the village. Such 
freedom, however, gives him little material advantage. Tliis 
anomaly can be explained by what may be termed the “ mandi 
■ mentality While the cultivator generally obtains in the 
mandi the same nominal price for his cereals as the beopari, 
a discrimination is made against him in respect of the inci- 
dental expenses commonly known as the mandi charges. The 
cultivator, as contrasted with a beopari, is a casual client with 
small custom. His dissatisfaction or displeasure does not 
mean any serious loss of custom to the arhati. When a culti- 
vator reaches the mandi, he is easily recognised as such by 
the arhati, the tola (the weighman) and other mandi profes- 
sionals and they tiy to squeeze as much money and grain out 
of him as possible. Not only does the nature of the tola 
develop a momentary generosity but also the capacity of his 
hands, whicli distribute grain from every cartload to a number 
of claimants, liappens to become rnncli greater when the 
seller is a cultivator. Abuses in weighnient and in account- 
ing are also not rare. It was pointed out by a few 
cultivators that the mandi arhaiis offer currency notes in pay- 
ment for their grain but because they prefer payment in rupee 
coins (change of (rurrenev notes being not always readily 
available in the village) the arhaiis deduct one pice for every 
rupee coin paid as “ note-butla ** (discount on “ notes 
Su<*li serious complaints are very rare but they serve to show 
clearly tlie diffei*ence in the treatment meted out to the 
cultivator and the beopari in the mandi. A similar charger 
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against tlie bmpari would be beyond the comprehension of 
the arhati. In fact, as will be seen later!®), a good part of the 
profits of the beopari as middieriian is due to the latter’? 
ability to niininiize the mandi charges. Though generally a 
silent spectator in tlie mamli, the cultivator knows it and feels 
it. To him the injury is hnanciul — tiie average cultivator 
prizes every pice in his possession — but it is much more psycho- 
logical : he sees it on an exaggemted scale. He feels that he 
Juis been unduly charged, that he would have got about the 
same amount of money if he had sold his produce in his village 
and that his personally bringing his cereals to the mandi has 
brought him little additional gain — a gain, he considers, not in 
proportion to the loss of time, inconvenience and bt)theration 
•involved therein. He therefore rarely takes his cereals to the 
mandi exce})t when he is hard-pressed for money and the 
itinerant luiver or the heopari has failed him altogether and 
tlieie is no ready buyer in the village, or when the price obtain- 
able in the village is exasperatingly low or when he is definitely 
idle — in short, when he considers, for whatever reasons, tlait he 
will be' a gainer, in 8j)ite of the mandi discrimination against 
him, if he takes his grain to the nuindi. In some villages the 
cultivators said that it was not economical to take their grain to 
the mandi in a hired bullock-cart and that therefore only tliose 
of them look their grain to the mandi who either had got a 
cart ot tfieir own or could borrow it w'ithout rent. A])parontly 
the illiterate cultivator does not reckon depreciation — in fact, 
m rnafiy cases, any factor which does not involve an expen- 
diture of cash — as an element of cost. The statement, how- 
ever, hclf)s to show the extent to w^hich the discriminatory 
mandi charges against the cnltivaior go to reduce the addi- 
tional gain that should accrue to liim from selling his grain 
in the mandi instead of in the village. It also indicates the 
degree of specialization attained by the heopari in hii-' pr ‘fes- 
sion including the sale in the mandi. As it is, while entering 
into a bargain with the heopari in the village tlie cultivator- 
seller is, as a conseipience of this “ mandi mentality ”, pre- price t<> the 
pared to compromise another chhatak or two of grain per rupee. 

In fact when a heopari or any buyer presents himself in the yiiiag©, 
village, he is often a welcome relief to the prospective sellers 
who try (heir best to effect a bargain with him. The heojiari, 
again, knows this w^eakness of the cultivator’s position and is 
slirewd enough to avail of it to the full. In actual . , . 

practice, wlien the cultivator does not accept the rate proposed hw^rgaln- 
l)\ him, he pietends to give up further bargaining and tries ing strength 
(o draw before him as dark and gloomy a picture of a 
vator selling his grain in the mandi as he can. The words of 


(a) Vide paragraphs 141 and 152, post. 
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the bcitpofi are so seiected as to ajipeal to the cultivatot. 
Besides, curiously eiioogh, there always liappen to be present 
at the spot where the bargain is settled, a couple of liis fellow- 
cultivators, who are easily won over by the beopari to corro- 
borate his story about the “sad state of affairs existing in the 
mandi'' and to agree witli him that even tlie rate proposed by 
liiiii (tlie heoparl) would with difficulty leave him a sufficient 
margin of profit for Iiis labours- The unpolished cultivator 
phu es, or misplaces, a child-like confidence in the “ proper 
price ’* paid by the beopari and moie often than not, accepts 
the rate projiosed bv him. 

326. Besides the above fat iors, there is another considera- 
tion which not unofteii coni|)e]s the cultivator to sell liis 
produce in the village. The average cultivator, even when 
the land at his disposal is small, generally likes to sow a 
number of crops. This tendency on the part of the cultivator 
may, to a con.siderable extent, be due to liis very sane 
desire not to fait all his eggs in one basket ; for, in the 
United Provinces it is cpiite a (‘onirnon rx'currence for one 
crop to be virtually ruined while otliers in the same area fare 
reasonably Avell. How far, however, this practice is merely 
a (‘arry-over of the old self-sufficing village ec*onomy and 
whether and to what extent the cultivator resorts to it from 
considerations of foresight and prudence are not a concern of 
tlie present investigation. Ihe result of I he practice is that 
in not a few cases the cultivator has got loo small cpjantities 
of any single tv|)e of grain to sell. Not only does it leave it 
of little advantage to the cultivator to take his cereals to tlie 
mayidi for sale, hut it injures liis bargaining power as against 
I lie beopari- H even directly. 'Die beopari who makes liis 
})urchases from the village lecjuires comparatively a large 
load to make his trip to the mandi worth Avhile. He tlierefore 
often tries to reduce tlie price to those who have got small 
<pia II titles to sell and does not ctare very much if his bargain 
with siieli sellers falls through. To those who have got fairly 
large quantities to sell lie is inclined to pay better attention 
and would rather yiay tbem a little higlier price tlian go with- 
out buying the grain. For — the hropari knows the economic 
firoposition — a small rate of profit sjiread over a large base 
means considerable total })rofits. 

127. The existence of octroi duties on cereals taken to the 
rnartdis also tends to act against the cultivator taking his 
grain to sell in the nearest mandi. When the cultivator has 
got less than a cartload of grain to sell, the fx-troi duty becomes 
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a luore effective deierrant if tJie duty is levied at a flat rate a doterrant 
per can ca* bullock irrespe(‘tive of the quantity of grain. 
Ujifojtuniuely, the eultivatcjrs have not yet learnt to combine 
or co-operate in their marketing operations. Only in a 
■single instance it was found that several cultivators put tiieir 
separate loads of grain in the same cart with a view to avoid 
payment of octroi duty separately. It is, however, not 
suggested that the other metliod of chargijig ilie duly — 
namely, by weight <*1* the grain — is better. In fact. Ilu* 
vators showed greater dislike to payment by weight as, for 
certain reasons, it tends to delay them at the octroi Ixiiner 
more tlian the other mclliod. 

1*28. Even ajnirt from tlie combined olTect of the influences (v) iho 
noted in the preceding paragraphs, tijere is another factor ‘ultivator’s 
which dii-ectly jdaces the cultivator as seller in a weak position 
in relatioTT to the beoparL .As a buyer tlje hcopari has n ignoranco-* 
niaxiiijimi price which he would pay for the cereals ratht-r t han 
go witliont l)uying them, just as the cultivator as seller is 
expetded to liave a minimum price which he would accept 
rather tJian go without selling his gi'ain. Ik'twccn these two 
limits or extremes the actual ju’ict' must be fixed ; its nearness 
to the one extremity or the other depends on tlic relative 
bargaining strength of the two, the buyer and they seller. The 
hf'iipari is generally aji experienced professional, whose 
luisiness it is to buy chea]) and to sell dear. On his success 
in this bu.siness depends liis living and on the diff‘erence between 
the two prices — Jiis f)i:irehase price and bis sale price — his pros- 
perity. His sale price is more or less beyond his control (being 
detennined by the mniidi where he sells), specially if he dot's 
not stock the cereals he buys but sells them iimiiediaicly. His 
skill in maximising his profits and the success of his etft.rta 
to improve his economic prosj)erity are thus clirectly to l^e 
measured by the extent to which he pushes down his puj*cliase 
price to the cultivator’s mininiuin. Not only, therefore, is he 
invariably bedter informed about the fluctuations in the rales 
in the neighbouring mandis and about other relevant factors, 
but he knoxvs the strengtli and the w^eakness of the cultivator’s 
position as well as his own. An expert in higgling and 
bargaining, he is thus easily in a ])osition to obtain flic best 
rate possible under the existing eonditions. The cultivator- 
seller, on the other hand, is not only comparatively ill-informed 
about the rates prevailing at the time but is illiterate and 
ignorant. While, in order to arrive at the rainiranm price leading to 
that he may accept in the village, he tries to imagine tiie net 
price that he would be able to obtain by selling liis grains in g p^jt, * ^ 
the mandi after deducting all the expenses he would incur 
therein, he tails to understand that the hcopari has also got 
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a riiiixitnuiu prirje to offoi* and that ho long as the beopari is 
assured ol‘ a reasonable toi.il profit, he may be induced to buy 
at a sniaJler rate of profit than the entire difference between 
the seller's (i.e., the cultivator's) minimum and the 
buyer's (i.e., the beoparrs) niaximuin price would secure 
to him. Like the beopan he knows his own weakness 
but, unlike him, lie is unable to sound the weakness 
ol‘ tile opposite party (that is, the beopari). He takes into 
account only the dark side of his case and not the bright one 
alst). He considers only his weakness and omits to balance it 
figiiinst his sti-engtli or against the beopari's weakness. This 
one-sided view^ oL' the position by the cultivator considerably 
iujurehU diminishes his biirgaining strength; and although a price 
somewiiere between the two extremes would give the 
bc^tpari all the profit that is necessary to induce him to 
hi V, the latter', actually, is able in most eases to force 
a:»d in minimum acceptable to the cnltiva- 

loworiiigthe tor*. No woiuler therefore that in ])ractice the beopari is able 
priue to bitn. obtain a rate nu>re f^l^ourablo to himself than is actually 
warranted even l.)y the existing economic conditions. The 
cultivator's spirit of resignation, forced on him by the 
inonolony of Iris economic* helplessness and his faialisiic 
outlook on life, as well as his general and economic ignorance 
is fully exploited by the middleman-buyer ivi the vilUge. 
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CHAPTER VIII 


The pnicE in 'ITHE village {concluded) 

I’iO. Cereals are taken lor sale from tlie village bv the The •• eco- 
producer, or moro generally by the beopari, to the ecoTioriucally 
nearest The term “ economically nearest *’ does not mandi^ 

necessarily imply geographical proximity, hut refers to geogra- definition, 
pliical position in relaiion to the ethciency of the means of 
transport and communication. Thus a maufU *20 miles away 
from a particular village understood as being economically 
nearer to that village Ilian another mandi only 10 miles away 
if on account of more eflicient means of {‘omrminication the 
cost of transportation from the village to the former mandi is 
less than to the latter wandi. In the present chapter, how- 
ever, the term “ economically nearest ’* has been used in a 
still narrower sense. Not merely the cost of tT'ansportation 
hijL also other factors like octroi, maudi charges and the level 
of prices have to be taken into account for the determination 
of the “ economically nearest ” mandi with respect to any 
particular village. Tims it may happen that while the cost, of 
transportation, octroi duty and other exi'ienses including mandi 
charges are, in the case of mandi A , greater than in ihe case 
of 7nandi B, the prices in .1 are so mucdi liigher than in B 
that, on the whole, mandi .1 proves more advantageous to tlie 
seller than mandi B. Apparently the importance of the cost 
of transportation in determining the “ economically nearest ” 
mandi in relation to a particular village is undeniable, but 
where a mandi offers a possible alternative to the seller, it has 
been found that the existence or the absence of octroi duty is, 
in practice, the deciding factor. Where, however, the cost of 
transportation and the octroi duty are together equal, “ mandi 
charges ” determine the “ economically nearest ” mandi for- 
the particular village. The term “ nearest has hereafter 
been used to denote “ economically nearest.” 

130. The village in which all the above economic considera- The 
tions in favour of or against two alternative mandis exactly 
balance, must be called the ” marginal ” village with respect^* 
to those two mandis. Whether the produce from a nciarginal 
village will flow to one or the other of the two mandis should economi- 
ordinarily depend on the whim of the seller or on the nature „ 
of his personal relations with the arhatis in the two mandis. UTond?— 
In practice, however, there exist in a large number of villages 
non-economic influences which not only decide the direction 
of the flow of surplus produce in such marginal villages but 


(a) Paragraph 10. 
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even divert it, in some cases, from the economically nearer 
mandi to one more distant. Tradition and social pressure are 
two of the most important of such influences. The former ol 
the two is founded on the cultivator’s general ignorance and 
illiteracy ; the roots of the latter can be traced down to an 
economic sub-soil. 

131. The mandi which is nearest to a village has been 
assumed, in a typical case, to be a secondary mandiM. It has 
been seen in the last chapter that several factors combine to 
compel the producer to sell his surplus cereals to the heojiari^^) 
in the village. The iirice which the cultivator gets for bis 
(fereals in a typical case is, therefore, the price paid to him 
by the beopari who buys cereals from him in the village with a 
view to selling them in the nearest secondary mandi. The 
price in the latter provides the basis for the price in the village. 
No statistics are needed, nor are they available, to prove this 
axiom of rural life. It is, therefore, proposed next to find a 
measure of the normal difference between the prices in a 
village and the nearest secondary mandi. The causes of this 
noiinal difference are fundamentally the same as those res- 
ponsible for the differences in the prices in the principal mandi 
and the secondary or the outside mandis — namely, the mandi 
charges and the cost of transportation including octroi duties. 

132. The mandi charges” in kachchi arhat vary more 
widely in tlie different mandis and within the same mandi 
than tliose in pukhi arhat. A rr)ijgh idea of the average 
” mandi charges ” in the secondary mnndis may, however, be 
obtained from Table XXXV below^, which gives the charges 
which a beopari has generally to bear in selling his wheat 
through the kacheha arhatis in the mandw noted. 


T\nrF. XXXV — “Mandi charffr^s'' in some important 
secondary mandis (kachchi arlial) 


I 

Charges 


(ash 

Kind 

( \) Baraut (Meerut) — 

il lustrations. Arhat . . . . i 

PatUfUtri 

Other services 

;Rs. a. p. 

10 6 3 per Rs.lOO 

1 chh. per mnund. 

4 chhs. per maund. 
(approx.) 


(a) Paragraph 10. 


(&) The term ** heoparV' has> boon used ho as to inclade al agencies 
like the mahajan, the sahukar, tho bania and the zamindar, who buy 
cereals from the cultivator in the village with a view to selling them at a 
proSt either immodiately or at a later date. It is common in the rural 
areas of the United Provinces for the same person to combine the func- 
tions, for instance, of the aahukar and the beopari. In such cases, however 
the jperson so combining the fiinot^ons has to bo treated as two or more 
distinct economic personaJities. 
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Charge 


— 


Kind 

(B) Budaun— 



Gofihala 

0 2 0 per Rs.lOO 


Karda 

0 5 0 ditto 


Dalali (if any) 

FaWfJari 

Tviai 

Ktui t ■ u-ala ( weiglunati ) 

Kent of land . . | 

Other services [hhaniji 
(sweeper) , pan i irala 

0 2 0 ditto 

2 chhs. per mannd. 

20 chhs. per cart. 

8 ditto. 

8 ditto. 

1 sr. 12 chhs. ditto, 
(approx.) 

(waterman), etc.] 

(C) Khiirja (Bulandshahr) — 


Arhat{a) 

0 12 6 per Rs.lOO 

•• 

If fdai (allowance for dusf.) 

0 2 6 ditto 

1 

(hs/tafa . . . . 

0 0 9 ditto 

1 

! 

Pallfdari 

1 0 1 0 per 5 mds. 


Dane (ffrains) 

0 10 0 per Rs.lOO 

(equivalent of 4 

chhs. i>er niaimd 
of grains.) 

(D) Hathras (Aligarh)— 



Brokerage . . 

0 5 0 per Rs.lOO 


Oofihala 

0 10 ditto 


liamliUi 

Majoori (coolie's charges) 

Ttdai 

Pailtdari (labourers other 

0 0 3 ditto 

0 0 6) 

to 'perl|mds. 

0 1 o) 

1 

4]: srs. per cart. 

12 ebbs, ditto. 

than cooUies). 



Other services 

i 

1 . 

8 M ditto. 


(a) The charge for arhat ie Be. 1-9 per Rs.lOO but the beopari ia 
refunded Re.0-l2-6. In case of cereals other than wheat, the arftatiB 
charged from the buyer. 
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Charges 


Cash 

Kind 

(K) Chirgaon (Jhansi) — 

Ks. a. p. 


Arhat 

1 0 0 per Bs.100 


Town area tax 

0 8 0 ditto 


Dharniada . . 

0 10 ditto 

• • 

Pailcdari . . 

Karda 

Tidai 

Sample to buyer 

Other services . . j 

0 0 6 per bag. 

4 chhs. per maund. 

1 seer per cart. 

J2 ebbs, per cart. 

2 srs. per cart, 
(approx.) 


Ki8. The fasli "'mundi charges” generally do not vary so 
much within tlie saiue secondary inandi as do the charges in 
kind. Indeed, since these latter are almost invariably 
measured not by weiginnent but by means of handfuls, no 
definite figure can be assigned to them. Assuming, however, 
an average charge of 4 chhataks per inaiind for all the services 
excluding palhdari (coolie charges) which are paid in kind in 
the secondary inandis, the total maudi charges work out as 
follows : 


Table XXXVI — Total mandi chargesi per Rs,li)0 in the 
secondary inandis of the United Provinces (kachchi arhat) 


Name of mandi 


Mandi charges per Ks.lOO 


Ks. a. 


1. Baraut 

2. Budaun 
a. Kliurja 

4. Hathras 

5. Chirgaon 


1 3 
1 8 

2 2 

2 5 

3 5 


134. It will be seen from tlie above Table that even the 
average mandi charges vary from Ee.l-»3 per Es.lOO in 
Baraut to Es.3-5 per Rs.l(K> in Chirgaon. These limits, how- 
ever, by no means, show the extremes of the range of varia- 
tion in the mandi charges in the secondary mandis. Thus in 
certain mandis no cash charge is levied on the seller and his 
total expenses amount to a small quantity of grain, while in 



( 87 ) 


ijertain others an orhat of Ee.1-9 per Es.KX) without any 
refund is charged I'roiii the beopari in addition to all tJie 
multifarious charges in kind. Thoaverngt 

185. The arilhinetic mean of the cJairges shown in Table mandi 
XXXVI conies to about Es. 2-1-6 per Ks.l(X> and the median is 
Es/2-2 per EsJtM). Although not much statistical value can fte,t>iiaary 
be assigned to these averages unless the live }namlis con- 
sidorcd above are tyiiical of the secondar}- mmitiis in tlie 
province, it does appear, on a consideration i)f tlie hunidi 
charges in all the important secondary mandhs of the United 
i'rovinces that the best average of the uiaiidi chaiges paid by 
ttie beopari in the secondary mandis would be about lis.*2-*2 
per lIs.lOO. And since Kliurja lias been taken as a typical 
example of the secondary mandiM of the lu'ovince and the 
mandi charges at Ixliiirja, according to Table XXXVI, amount 
to Hs.*2-2 per Es.lOl), thfc average omiidi charges l>y a 
hfopari in selling bis wiieat through the hachcha nrliatis in 
the secondary nnmdis of the province may he taken to an a amt 
to Its. *2-2 per EsJOO or to 2*125 per cent. If the avt-rage 
price of wheat in the secondary martdis c»f the United Provinces 
1)0 I\s.'2.80r){«) per maund, these cliarges would come to a 
little less than 10 pios per maund. 

J8(). The second factor contrihuting to the norna! diller- 
('lice between the average jirices in the village and the nearest 
secondary mandi is the coat of transportation including octroi 
duty, if any. The rate of octroi duty on cereals varies xvidely. 
from Ke.l per cart drawn by two bulls in Aluxaff’arnagar to 
Eo. 0-1-6 per rnannd in T^iareilly. In many .secondary mandi-'t 
the octroi duty does not- exist at all, notable amongst sucli 
mandis being Baraut, Shainli, Khatauli, Deoband, Dankaur, 

Deoria, A tana and Uhirgaon. Moreover, the incidence of 
the octroi duty rarely falls wholly on the consumer. In viexv of 
these con-siderations, the contribution of the o<.*troi dutv to 
tlie normal difference between the average pri* es in the village 
and the secondary mandLs rnayi he left out of account. 

187. The cost of transporting cereals from the village to The average 
the mandi is dependent, in addition to other factors, on the tmnspert 
ty[)e of road connecting the two. In a lai^ge nuiuher <jf cases on village - 
tJjese roads are Imrhoha roads, and in some eases there are 
no roads worth the. name. The ay&t of transport in such 
cases must be higher than when a pukka road connects the 
village with the mandi. In many ca.ses a ])art of llie way 
from the village to (lie mandi is pukka. While the rates 
vary, to a certain extent, with fluctuations in the prices of 

(a) The calculated average price at Kliurja during 1935-30, vide paragrapL 

118 . 
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cereals, tradition and custom play quite an important part in 
deteiTnininp the actual rent for a cart from a particular village 
to the neighbouring mandis. A study of a number o^ 
“samples” from all over the province reveals that the rates of 
transport tend to conform to the “zone” system, acrfordino 
to which the rate for all places within a certain radius i& 
the same. The cost of transportation of cereals on pnkJia 
roads connecting the principal and the secfmdfiry mandh lias 
been roughly estimated at less than 1 pie per mile per niaund('*). 
On tliese loads, however, there generally exists a keen 
competition between rail, motor and thela transport services. 
The^o factors are firactically absent on roads ironnecting the 
villages with neighbouring mandis. The rates on these roads 
are therefore liVflier. The average hire that lias to be paid 
for the use of a cart with two bullocks and the services of a 
driver for the purpose of transporting cereals from a village 
to the neighlxinring mandts works out to about 1*5 pics per 
maund per mile on. pukka roads and 2*5 pies per inaiind per 
mile (ill kachcha roads(^>). The “mode”, how-ever, appears^ 
to lie at 1*6 and 2*6 pies respectively for the two types of 
roads. The rates tend to decrease for longer distances but 
are comparatively high for short distances. 

1:18. The total normal difference between the prices in a 
village and the nearest wandi therefore varies according to 
the distance between the village and the mandi and according 
as the road connecting the two is pukka or kachcha or partly 
pukka and partly kachcha. It wonhl be misleading to give 
any definite figure of average distance between villages and 
the nearest mandis for the province as a whole. Tlm.s irt 
some cases a villj^je may itself l>e a se(u)ndary mandi while in 
otliers it may He many miles away from the nearest 
mandi. Tlie normal difference between the prices can there 
fore he worked out only by taking a particular exami)le.. 
Thus if a village lies 6 miles from the nearest mandi, of 
which 4 miles comprise of kachcha road and 2 of pukka road, 
the average cost of transporting cereals from such a village 
to the secondary mandi w-ould anioimt to about Re. 0-1-1 per 
maund. And since the transport rates on these roads show 
a tendency to conform to a zone basis, this rate of Re.0-1-1 
per maund may be assumed to be applicable to villages which 
are a little moi*e or a little less than 6 miles from the nearest 
secondary mandi. All figures worked out in the following 
paragraphs of this chapter concerning the difference between 
tlie prices in a village and the nearest mandi relate to the 

(//) Paragraph IIG. 

(/)> The average rate for villagen aitnatei] far down into the interior woui4 
he a little higher aa the eondition of the kachcha roads in such lases is very 
bad. 
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assumed instance in which tiie village is about fi miles fioiu 
the nearest niandi or where the cost of transporting cereals 
from the former to the latter amounts to abort Re.O-l-l per 
maund(«). 

139. The minimum difference which should normally iho 
exist between the prices of cereals in u village and the nearest “ atanrfard ” 
secondarj^ niandi thus comes to alxuit lie.b-l-.Tl (u- J{e.(Vl-20 
per inaund. If the price of wheat in the nearest sticondarj’ j>riwa ” 
niandi be Rs.2‘39G per maiuidt*). the maximum price that 
the buyer in the village, that is, the hcojmri, can offer to tl>e 
seller, the cultivator, would come to about l{s.2‘*27(» per tocon<inry 
rnaund. It has. however, been iKunted out in tiie preceding 
chapterf'^) that the actual price in the village is much nearer 
to the seller's ‘'uiiniraum” than to the buyer’s “imixiin am”. 

To find the “avexage” price obtained by the cxiltjvalor in ihc 

village, an appjoxiniation to the miuiunnxi j)ik“e acceptable isi-asthan 

to the seller in the village has thererore to be ioinul. 'I'his 

“iiiiniiunm”, it has been pointed out('t, is affected not only 

by economic factors but also by extra-economic considcration.s 

and takes into full account all tbe conditions operating against 

the cultivator-seller when he takes his sur|ilns grains to sell 

in the nearest secondary mandi. The niinimuni diffvience 

between the prices in the village and the ncares! niitmli may 

he calked the “staiidax’d” difference and the correspojuling 

juice in the village the “standard " jjrice, to distinguish 

them fnmi the “average” difference and the ‘average ” jaice 

in the village which aio worked out in fclic following j)ara- 

graphs. 

] 40 . The charges scheduled in Table XXXV above are the rhownurfi 
charges which a heopari oidinariljr has to pay in the se<“otularv paiit 

mandis. 3’he “niandi cliarges” to the cultivator are not the hmpti'ri arv 
same — ^they are invariably higher. The extent of the dis- i. sitiian 
crimination against the cullrvator-.seller, measured in econo- 
ruic terms, varies from niandi to mandi. A different average cultivator, 
for the “mandi charges” incurred by the cultivalor in selling 
cereals tlmaigh the hachcha nrhatis in the se<-oii<lar.\ 
niandis has therefore to be found. 

141. The “niandi” charges jraid by the heopari are also 
paid by the cultivator. Tlic latter, however, generally pay.s 

(a) The “radius of influence” of a mandi from which Uie average distance 
of villages lying wulliin its “circle of influence” is 6 miles \ ouM ho rtlroiit 
12 miles, so that two adjacent mandia would ordinarily be about 24 miles 
apart. It may be suggested that the assumed figure of, (5 mile.® for the 
distance between a village and the nearest waiidi— or better, of Ttc.O-M jjor 
mavmd for the average cost of transporting cereals from a village to the 
nearest mandi — is noi altogether arbitrary or imaginary. 

( 6.1 The calculated average price of wlieat at Khurja during vide 

paragraph 113. 

I'c) Vide paragraph 128. 
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a little more either under some new head or under the same 
items of charge. For example, it has been pointed out, the 
charge for arhat in the minuli of Khiirja is Fe.1-9 per Es.lOO 
but of this Ee. 0-12-6 are refunded to ihe bcopari. Tt is not 
lare tliat the igiioi-ant cultivator fails to secine this refund. 
The discrimination against the cultivator, lunvever, displays 
itself to a more inarked extent in the charges made from the 
seller in kind. Not only does the capacity of the tola's hands 
difttrihuting grain increase remarkably when the seller is a 
cultivator, but the number of persons who obtain the lumefit 
of a flee gift of a handful of grain alsri swells considerably. 
A complete list of such recipients would inilnde the fcla 
himself, the polledars, tho rharhancwala (person |»utting 
irrains in the scale*, hliantf'wala (person filling weighed gi’ains 
in the Viags), the chamarin or the sweeper, the pyau-wala 
(waterman), ilie pajari ftemple-keeperl, the faqir (sage), the 
beggar, the chaukuhtr (watchman), the landlord, the police- 
man and tlie mimi(‘ipahnan. Not that all these get grain 
from tlu‘ cultivator's cart in every instance or in everv^ 7naiuli, 
hut if any one of them happens to ap})roach with a demand 
or a re<|uest while ihe grain is being weighed, the hda is loath 
to refuse. An average of 4 ehhataks per mannd was esvimated 
as (‘barges in kind paid by a heopari. An additional charge 
of 2 (hhataks per maund does not appear to l>o by any means 
an over-estimate in the case of a cultivator-seller. 

142. If to the average maadi charges paid by the heopari 
— namely Es.2-2 per Hs.lOO-— be added Ke.0-12-6 ])er lis.lOO 
of arhat and 2 ehhataks ]>er maund (or 5 annas per Es.KX)) 
of grains which (he cultivator pays in addition, the muiidi 
charges incuiT(:*d In the cultivator would amount to Es.. -1-3-6 
|)er Es. 100 or 3'219 per cent. This a{)pears to be the amount 
]jaid by tlie cultivator-seller, on an average, .is vwudi charges 
for selling Irs wheat tlirough the hachrha arhat is in Ihe 
secondary niaudis. If wheat sells at Es.2'396(fl) per maund, 
tliese charges would amount to a little less than Ite.G-l-S per 
maund. 

143. '^^riie cost of transportation from the village to the 
rnand) is practically the same to the cultivator as to the 
heopari. In fa<*t, the question Avhether the cultivator will 
take his surplus grains to sell in the majidi or sell them to 
the heopari in the village largely* depends upon whether lie 
owns a cart of his owm or not. The cultivatoi- considers only 
such costs as lie has to pay in cash and seldom takes into 
account factors like depreciation or the labour of himself and 
Ills bullocks as elements of cost. When tlierefore he does 

(fl) 'r!u‘ fak-.ulate«l average prit« at Khurja durin" 1935'36, vide 
paragraph 313. 
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not own a cart, he is prepared to allow to the bcvpari a 
greater margin over the price in the nearest niniuli vliaji when 
he owns a cart. The beopnri igenenilly posse.sst‘s a cart of 
hie own, and if he does not, can easily secure orje at rales 
usually charged from the cultivators. The difference in tlie 
prices due to cost of transportation therefore only lends to be 
greater when the ciiltivalfa’-scller does not own a cart. 

144. Another factor which the cultivator rakes into account Abuses of 
when settling the price with the heopari in the village and of wighment 
which the heopari tactfully reminds him is llie wav the 

grains are weighed by the iola in the mandi. In many cases, 
the cultivator believes — not always wrongly — that the grain 
is underweighed in the mandia to bis disadvantage. The grain 
is practically always weighed by a 5-soer measure and can tho 
therefore ordinarily be underweighed to the extent of from ' uUivator, 
lialf a chhatak to ‘2 dihataks every lime. The loss ro tho 
cultivator thus amounts to from 4 to 16 chhataks per 
maund. If the average loss be taken at about 6 chhataks per 
maund and wheat sell at Rs.2'.396(«l per rnaimd, tlie average 
loss to the cultivator on account of defective weigiimont in 
the mandi would amount to a little over 4 ]»ies per maund. 

145. If in addition t<j these (-onsiderations other factors othrr fa tors 
are taken into account, namely, the cultivator's urgent need wrakeiring 
for cash, the fact of his being ill-informed ahoxit tlie piices in bargaining 
the mandi, his reluctance to taking his grains to the mandi, poBition of 
his child-like confidence in the heopari for charging “proper 

profits” and offering ‘'iliik dam’’ (projier price), tir agait., intho 
the e.xtra-economic factors like the pressure if the faliukar- viliago— 
heopari, an additional margin of not less tlian M dihataks their net 
per rupee in favour of the heoftari must he taken into account, effei't. 
if wheat sells at lls.2'396(«) per maund, this would amount to 
about 5 pies per maund. 

146. The total margin that the cultivator, while settling rho 

the [U'ice. with the heopari in the village, has therefore in ^oj>ari'« 
view against the price in the nearest mandi amounts to 
Re.0-3-1 jier maund. This represents the maxiimun difner- cultivaior's 
ence which the cultivator-seller in the village would ordinarily ’ 

allow ill favour of the heopari in the village rather th.-in go 

without selling liis (train. The heopari’ s coiresponding 
minimum, it has been seen, normally amounts to Re. 0-1-11 
per maund. Betw’een the limits provided by these two 
margins mnst be fixed the “average” price received by the 
cultivator. In other words, the “average” difference between 
tile prices in the village and the nearest secondary mandi must 
lie between Re.0-1-11 and Re. (,-3-1 per maund. (.'onsiueving 

(a) The calculated average price el Khiirja during 1935-36, tide 
paragraph 113. 



( 92 ) 


t ho fixation 
of the 

•• average ” 
difference 
between 
prices in the 
village and 
the nearest 
secondary 
vnrniiU, 


The 

“ standard ” 
as well as 
the 

“ average ” 
price in the 
village is 
cliiforent 
frctm tho 
price 
actually 
obtained 
by the 
cultivator- — 


the ‘‘actual* 
price is 
based on 
harvest 
prices . 


The 

standard,' 
the “average’ 
and the 
actual ” 
differences 
defined. 


the relative .stren;^tli of the heopari's position, his shrewdness 
and skill in bargaining and the fact that the actual price 
obtained by the cultivator in the village is much nearer to his 
“minimum’* than to the beoparVs “maximum’’^, the 
“average” difference existing between the prices in the village 
and the nearest secondary m^ndi would come to about Ee.O-2-lO 
or Ee.0'177 per inaiind. If the price of wheat in the nearest 
secondary mandi be Rs.2'396(*>) per maund, the “average” 
fu'ice of wheat in the village may be put down at about 
Es.2'219 per rnannd. 

147. The “standard” price of wheat that should be 
obtainable to the cultivator in the villrige and also tfie 
“aven> 7 e” price in the village have been calculated above. 
A further distinction must, however, be made between the 
latter price and the price actually obtained by the c ultivator- 
seller in the village. Voi reasons already indicated, the 
cultivator is generally obliged to sell his surplus produce almost 
immediately after the harve.st. Ey fffr a large majority of tlie 
producers of wheat, for example, sell all their surplus wheat 
by the middle of June, (‘onsequently the price r»f wheat 
tends to he very low during the months of April, May and 
June. Tt is this price wdiich the cultivator actually gets for 
’ lli^ surplus wheat. A truer approximation to the price nctvalhf 
obtained byi tlie cultivator-seller in the village W'ould therefore 
be olitained if the average of the prices during the liarvest 
period fthat is, the harvest piice) were considered instead of 
the average of the prices during the wdiole year (that is, tho’ 
aninuil price). 

, The “average” difference betw’een the j>rices in the 

, village and the rnandi is the difference which normally exists 
between these prices at any one given time. The “standard” 
difference is the minimum difference which should normally 
exist between them. The conception of “actual” diffemve 
is founded on the fact that tfie cultivator has to sell his yuodiice 
immediately or very soon after the harvest time so that the 
price he obtains in the village is based on the harvcs,t price 
in the maudi. The “actual” difference is the difference between 
the price actually obtained by the cultivator in the village and' 
tlie amiual price in the rnandi and is tlierefore equal to the 
“average” difference plus the difference between the annual 
and the liarvest prices in the m>andL 

149. Table XXXYIT below gives the average harvest prices 
v')f wheat at Hapnr during the last three years. The prices 

(a) I’ara^rapb 128. 

(h) The culo.iilateil average prioc at Kburja durinfi 19S6-36, vide^ 
r)araffrapb 113. 
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given represent the arithinetic average of the weoklv prices 
from the 15th of April to the 15tli of June in eacli year. 

Table XXX\II — Average harvest prices of wheat at Hapiir 

{mvA—m 


Year 

Average price (Ils. per rnauiid) 

Harvest 

1933-34 

. . 3 * 057 

prices of 

1934-35 

.. 2*271 

wheat at 

1935-3H 

.. 2 -448 

H»ip ir 

1933—30 

.. 2-592 



150. The average iiarvest prices of wheat in a secnn<lai*v 
niandi like Kliurja may he estimated on the Inisis oi ilie 
average Ir.irvesi; pricies at Ha])nr and the noiinal dilfcrence 
between the prices in the principal and the secondim-y niandifi. 
TJje prices given in ttic following table Irave been calciilaled 
according to the method ado})ted in ])aragra])h 111. 

Table XXXATTI — (Calculated Uarresi prices of wheat at Khurja 


Veai' Average price (Ks. p'^r mauni’l) 

t»33-34 .. .. .. 2!)13 

1034-33 .. .. 2144 

1935-36 .. .. .. .. 2-317 

1033-36 .. .. .. .. -2-458 

1.51 If the expenses of the bcopari and the cultivator in 
maj'keting cereals in the nearest secondary viandi be w(.'rked 
out on the basis of the average harvest price dining 1935-30, 
namely, Rs.2*317 per maiind (as against the average amiml 
price during 1935-30 on the basis of which they have been 
calculated before), the beoparis “miniminn” difference and 
tlie cultivator's “maximiiirr’ diflierence are reduced from 


aiiU ill a 
.secondary 
nmntii , 


Tho 

“ actual 
diff»>roiirc 
betweeu 
prices ill tho 
village and 
thi' ueapcst 
secondary 
wamii. 


Re. 0-1-11 and Re.0-3-1 per maund to Re.0-1-10’5 and 
3 annas per maund respectively. The difference at wliicli 
the bargaining strength of the cullivatoi' and the bcopari 
balances will therefore be about the sante as the “average'’ 


difference estimated before, najiiely Jte. 0-2-10 or I ^e. 0*177 |)er 
maund. Jf the average harvest price in the nearest secondary 
niantli be R8.2‘317 per maund, the “actual'’ price in tJie 
village may therefore be expected to be l^s.2*140 per maund. 
The difference between this “actual” price and tlie average 
annual price in the nearest secondary mandi (namely 
Rs.2*39(K") per maund) thus comes to Ke.tb25r) or about 
Rc. 0-4-1 per maund, which is therefore the “actual” difference 
between the prices in the village and the nearest secondary 
mandi. 


(a) The calculated average price at Khurja during ia3-!)-SC, tide 
paragraph 118. 
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The profits 1,5*2. Before proceeding to consider the case when the 
c'.ultivator himself takes his surplus grain to sell in the nearest 
secondary mandi, a few words may be said about the piofits 
of the beopari. Buying at a price lower by- lve.O-*2-10 f)er 
iiiaund and incurring expenses amounting to Re. 0-1-10*5 per 
maund, lie makes, on an average, a clear profit of 31*5 pies 
per maund. But lie generally succeeds in making higher 
profits. His total marketing exjieiises (namely, Ee.0-1-10*5 
pel- maund) are due to cost ot transportation (Re. 0-1-1 per 
rnaundi and the mandi chaiges (9*5 pies per maund>. Practi- 
cally alw'ays, however, he owns the means of transport and 
thereby effects a saving under that head. In some cases, he 
^ is able to reduce the mnndi charges also. The Unctuations 

in the price form his greatest “business risk”, but since 
he buys from the ill-informed cultivator, he manages, more 
often than not, to turn them to his own advantage. The rate 
of about 1 anna per maund must therefore be regarded as the 
minimum rate of pi-ofit made by the beopari. If. however, he 
does not sell the grain immediately after buying but stocks 
tliem to sell at a better price, he may be supposed to sell at 
the average amnial price of Rs.‘2'39fi per maund (as against 
the average harvest price of Rs.2*817 per maundi. In such 
cases, therefore, he luiys at a price which is low'er than his sale 
price by Ee.0-4-1 per maund, while his marketing expenses 
amount to Re.0-1-31 per maund. He thus makes a profit of 
Re.0-2-2 per maund less his stocking expenses. 

When the l"'rom the replies given by the cultivators in various 

cultivator parts of the Province it appears that, on a consideration of 
pui’cly economic factors only, the average cultivator does not 
seailiTthe*^ regard the pnictice of selling liis smplus f>rodnce in the 
nearest village as the best method of marketing his cereals. It is 
therefore an anomalous fact that he generally sells it in the 
village except (1) w-lien the beopari fails him, or (2) vvben he 
has got a cart of his own (or can command one gratis) or (3) 
w-ben he is more or less idle. In the first case the enUivator 
is helpless and has no option but to take his produce to the 
mandi, but the reasons for the other two exceptions are 
economic and elucidate the anomaly indicated above, 
tia , , 354. When the cultivator himself takes his grain to sell 

in the nearest secondary mandi, the village beopari is 
ordinarily eliminated from the chain of middlemen. But such an 
inadequate, elimination does not mean the transferance of the entire 


profits of the beopari to the cultivator. The maximum 
diflference between the prices in the village and the nearest 
secondary mandi which the cultivator-seller would ordinarily 
allow in favour of the beopari in the village rather than go 
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without selling his grain has l)een calculated at per 

maund. Of this, however, only 5 pies, according to the 
cultivator’s point of view, form the protit of tlie heoparK**', the 
rest (that is Re.0-2-8) being due to the cost of transportation 
and the charges borne by the cultivator-seller in the secor\dnrv 
mand'L Therefore, when the euhivator himself sells liis cereals 
in the nearest secondary mundi, iiis net price, that is, ilie price 
he actually obtains after deducting all his maiketing expenses, 
would come to be lower than the nominal price in tiie seeoiidarv 
mandi by about lleJ)-*2-8 per maund. When, liowever, he 
sells his grain to the beopari in the village, this difference 
amounts to Re.T)-2-10 per maund Therefore the gain to the 
cultivator from tjiking his cereals himself to sell in the nearest 
secondary mandi comes to only about 2 pies per maund. If i 
carl contain, on an average. 16 maimds of grain, the tolal gair. 
to the cultivator per trip to the nearest se(*oiular\ mamli would 
thus amount to less than 8 annas. 

155. A trip to the mandi for the purpose of selling his suiv mUeHs he 
(vliis cereals ordinarily costs the cultivator not less than one ® 
complete working day. Tlie economic value of the gain ol 

about 3 annas therefore is an attraction and an indiiceuienl 
to tht^ cultivator oJily when he is otlierwdse idle. But the gaii'. 
to the cultivator from taking the cereals to the mandi is greatly 
increased when he owns a cart. For the illiterate ciiltiviiior 
is prone to consider only the hioney expenses and does not 
reckon the depreciation of his cart or the extra exertion on his 
bullocks as elements of cost. His gain in such a case therefore 
increases !)> Ke.0-1-1 per maund (i.e., the cost of transporta- 
tion'' and \vould amount to about Re. 1-4 per liip with a cart 
carrying 16 maiinds. 

156. It appears from the foregoing considerations that it Thu 
does not ordinarily give any great material advantage to the 
cultivator to soil his surplus cereals personally in the nearest uiin against 
pecondar>’^ mandi, unless he owms a cart. This is, however, a the 
short-period point of view. If the arhatis in the mandi see any 
]iroinise of a regular and large custom in any cultivator, they 

would, in their own interests, be prepared to give him the 
same concessions and offer him the same treatment as they 
at piesent extend to the beopari. If, therefore, the cultivator 
could take his surplus produce regularly to the mandi instead 
of selling it in the village, the village beopari would gradually 
be automatically eliminated and ultimately the entire profits 
of the beopari would be available to the cultivator. In other 
words, the “average” price would tend to coincide wdth the 
“standard” price, the difference between the prices in the 


(a) Vide paragraph 145. 


(6) Vide paragrapb 140. 
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village and the ne-aresl secoiidai y mandi being reduced to only 
about lle.0-1-11 per maund. This minimization of the 
difference between the prices in the village and the nearest 
maudi is at present denied to the poor and needy cultivator 
on account of the invidious discrimination against the culti- 
vator in the mandis of the province. 

157. So far only those villages have been considered whose 
surplus produce, in accordance with oiir typical instance, flows 
down to tfie principal mandi of the legion tlirough a secondary 
mandi, Tlie A illages which lie within the zone of a principal 
mandi, liowever, sell their surplus cereals directly in the 
principal mandi, eliminating thereby the medium of the secon- 
dary mandi, A direct sale in tlic principal mandi always 
}H‘t)Yes more advantageous to the sellei* than one through a 
secondary mandi, for, not only are the middlemairs profits 
thereby eliminated to the advantage of tlie seller, but the mandi 
expenses charged from the seller are, on an average, also less 
in tlie principal mandis than in tlie secondary mandis, Otlier 
expenses connected with the nunketing of cereals also tend 
to be lower in the principal mandis, which are, on the whole, 
l)etter organized than the secondary mandis, Siudi villages, 
thererore, as lie witliin the radius of influence of a princijial 
mandi get better prices for their produce on account of their 
coinparatively good geographical position(«). 

-1.58. Table XXXIX below gives the average mandi (‘barges 
borne by the village beopari and the cultivator, separately, in 
selling wheat through the karheha arhaiis in some of the 
important principal mandis of the province. The charges in 
kind have been reduced to their money equivalents. 

Taulk XXXIX — ifandi charffes in s(ymc principal mandis of 
Uic T nilcd Provinces (kacbchi arhat) 


illustrations. 



1 Charge per Rs.lOO borne by — 

Ilt>ra of rrhargo 

the heypari 

the cultiArator 

1 

(A) Hapur — | 

Danc(b) 

1 Rs. a p. 

0 5 0 

Hs. a. p. 

0 10 0 

Grains 

0 7 6 

u 10 c 

Total 

0 12 6 

14 0 


(a) Thu radius of indnenev of a principal matidi is to be considered 
than that of a secondary mandi in proportion to the comparative 
economies and advantages it offers to the seller over the adjoining secondary 
mandix. In fact, it Avas seen in certain instances that the produce from 
the village Avas taken directly to the principal mandi of the region, passing 
on its way a secondai’y mandi, for the reason that '*on the whole more money 
was obtained for the same cart-load in the principal mandi than in the 
secondary mandi although the latter Avas by far the nearer of the tAvo.** 

(h) The rate of charge is 10 annas per Rs.lOO, of which 5 annas are refunded 
to the seller; the cultivator, however, generally fails to obtain this refund. 
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Item of charge 


<B) ChandauBi — 

Arhat 

Grains 

Total 

<C} Bareilly — 

Arhat 

Oalali 

Goshaia 

Grains . , ; . 

Total 

iG) Cawnpore— ' 

Arfuit 

Dalali 

Munimi 

Other services . . 

Total 

'(E) Benares — 

Arfiat 

DJLlali 

Dharm^da an il goshaia^ 

Tuiai and mttnimi 
Grains 

Total 



Charge per Rs.lOO borne by — 


the beopari 

the cultivator 


Rb. a. p. 

Rs. a. p. 

. . 

0 12 6 

1 0 0 

-• 

0 10 6 

0 12 6 

• • 

16 6 

2 5 6 

e e 

10 0 

1 0 u 

• • 

0 2 0 

0 2 0 


Oil) 

0 1 0 


0 7 6 

0 10 0 


1 11 3 

2 6 0 


1 0 () 

10 0 

. . 

0 2 6 

0 2 6 

-- . 


0 2 0 

•• 

0 7 6 

0 10 0 


1 10 0 

2 7 6 


1 

0 12 6 

10 0 


0 4 0 

0 4 0 


0 10 

0 10 


0 1 D 

0 19 


0 7 6 

0 10 0 


1 10 9 

2 0 9 
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Thot<>t*i 159. The mandi charges vary greatly even in tiie principal 
nMhdi 7nandif>\ The average charge in kind is calculated at 3 
the bpopr^ri chhataks per niaund for the beopari and 4 chhataks per 
and th^> iiiauiid for the cultivator, as against similar averages of 4 
the|)pincipai chhataks and C chhataks per maund respectively calculated in 
mandis, the Case of the secondaiy mandis. The total mandi charges 
in the principal mandis of the United Provinces appear to 
amount, on an average, to Re. 1-8 per Rs.lOO for the beopari 
and Es/2-4 per Es.l(X) for the cujtivator(fl), against similar 
charges of Rs.-2-2 and Rs.3-3-0 per Rs.lOO respectively in the 
secondary mandisO^). It will he seen that the discrimination 
against the cultivator (as contrasted wdth the beopari) is less 
marked in the principal mandis than in the secondary mandis ^ 
the economic measure of discrimination in the former being 
12 annas and in the latter Re. 1-1-0. If wheat sells at Rs.2’529 


The coat of 
transporta* 
tion from 


per niaund(< ). the total mandi cliarges to the beopari and the 
cultivator in the principal mandis would amount to about 7 
pies and 11 pies per maund respectively. 

160. The cost of transporting cereals from the village to 
the nearest |)rincipal mandi would come to about the same 


the village to as in the case of the secondary mandis. A village w as assumed 
prlMoipar^*^ ^ distance of 6 miles from the nearest secondary 

mandi. mandi, of which 2 miles vreve assumed to be pukka road. The 


])rincipal maytdis generally have pukka roads converging to 
them from several directions and the cost of transportation per 


mile on these roads — even when thev are kuchcha roads — tends 


Tlie 

ataiiclard ’* 
difference 
bt>JW(‘(*n 
prices in the 
village and 
the Eieareat 
(prini'ipal) 

mandi. 


to be lower, for t)ie reason, amongst others, that their condi- 
tion is generally better than of those connecting the secondary 
mandis with the surrounding villages. But in view' of the fact 
tliat cereals are brought for sale to the principal mandis from 
longer distances than to the secondaiy- mandis — ^that is, the 
‘‘ radius of influence ” of the principal mandis is larger than 
tluit of the secondary mandis, in general — the average cost, on 
the whole, of transporting cereals from a village to the nearest 
(principal) mandi may be left unnlterod at Re.0-1-1 per 
maiiiid. 

101. The total cost to the beopari of selling cereals in the 
nearest (principal) mandi thus comes to Re.0-1-8 or Re.0'104 
per maund. Tliis' is the “standard” diffeience that should 
ordinarily exist between the price in the princiyml mandi and 
the price in those villages which happen to lie within the 
circle of influence of the latter. Hence the corresponding 
“standard” price in the village comes to R8.2‘425 per maund. 


(a) Tlio two averages from the above five mandis come to Be.1-6-10 and 
Bs.S-S-f) per Bs.lOO respectively. 

(h) Vide paragraphs 135 and 142. 

(r) The average price of wheat at Hapur during 1035-86, vide Table Xl^ 
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162. This difference, however, as before, is to be regarded The 
as the beapari's “ minimum ” in settling the price witli the 
cultivator in the village. The cost of transportation and the 
mandi charges borne by the cultivator together amount to 

2 annas per maund. To this figure must be added, in order to 
find the cultivator’s “ maximum ”, the allowance made by the 
cultivator in favour of the beopati on account of abuses of 
weighment in the mandi and the beopari's “proper profits" or 
other considerations («). The allowance for improper weigh- 
meut made in the case of secondary mandis was 4 pies i)er 
maund. The practice of uuderweighment of the cultivator’s 
grain is not absent in the principal mandis, but the loss to the 
cultivator thereby may be put at a lower figure than in the 
case of the secondary mandis, as such practices tend to be 
discounted in the principal mandis owing to their better 
organization. The margin allow'ed in favour of the bcopari 
on account of other considerations must, however, remain on 
about the same level, namely, 5 pies pei- maund; for while the 
cultivator in such villages tends to be a little better informed — 
or, a little less ill-informed — all other factors, which are indeed 
of greater moment in contributing to this margin, remain 
practically the same. The total allowance on account of the 
tw’o items may, therefore, be put at 8 pies per maund, as 
against 9 pies per maund in the case of the secondarj' mandis. 

The “maximum” of the cultivator in such villages thus comes 
to Ee.0-2-8 per maund. 

163. Between Be.0-1-8, the beopari’s “minimum”, and The 
Ee.0-2-8, the cultivator’s “maximum”, must lie the “ave- “average ” 
rage ” difference between the price.s in the village and the 

nearest (principal) mandi. The corresponding limits in the prices in tha 
case of the secondary mandis were calculated at Ee.0-1-11 and vt'ioge and 
Ee.0-3-1, and the “average” difference w’as fixed at Ee.0-2-10, 
keeping thereby 11 jnes in favour of the beopari out of a total f"andi. 
range of 14 pies. In villages situated near the principal 
mandis, however, the relative bargaining positioti of the 
beopari appears to be less strong than in those lying near the 
secondary mandis, as in the case of the former the inflow of 
urban tendencies in rural economy tends to be more marked and 
the cultivator seems to be in a slightly better position to haggle 
out a price with the beopari. Of the total range of 12 pies in 
the present case, therefore, not more than 9 pies may be allotted 
in favour of the beopari. The “ average ” difference between 
the prices in the village and the nearest (principal) mandi thus 
comes to Be.0-2-5 or Ee.0'151 per maund. If the average 
price of wheat in the nearest (principal) mandi be Es.2'529 per 


(«) Cf. paragraph 145. 
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maund, the “ average " price of wheat in the village vi^ould 
be about 116.2*378 per maund. 

J64. The beoparVa * 'minimum” and the cultivator’s 
“maximum” given in the preceding paragraph remain more 
or leBB unchanged when the harvest price in the nearest (princi- 
pal) mandi during 1935-3G, namely, Rs. 2*448 per maund, is 
taken as the basis of conversion instead of the annual price 
during 1935-36, namely, Es.2*529(fl). The exact point bet- 
ween these two extremes where an equilibrium between the 
heoparVs and the cultivator’s bargaining strength is established 
would therefore be the same as that defined by the “average” 
difference, that is, Re.0-2-5 per maund. The “ actual ” price 
in the village thus comes to Rs.‘2*297 per maund. Comparing 
this price with the annual price in the nearest (principal) mandi 
during .1935-36 (namely, Rs.2*529 per maund , the “actual” 
difference between the prices in the village and the nearest 
(principal) mandi amounts to Re.0*232 or Re.0-3-8'5 per 
maund. 

165. If the cultivator himself takes his surplus grain to sell 
in the nearest principal mandi, his marketing expenses would 
be made up of the cost of transportation (Re.0-1-1 per maund), 
tlie mandi charges (11 pies per maund), and the loss through 
underweighment in the mandi (3 pies per maund) — a total of 
Re. 0-2-3 per maund. If, however, lie sells his cereals in the 
village, iie obtains a price which is lower than the price in the 
nearest (principal) mandi by Re.0-2-5 per maiind. The net 
gain to the cultivator from taking his cereals to sell in the 
nearest (principal) mandi, therefore, comes to 2 pies per 
maund, wdiich is the same as the corresponding gain when the 
nearest mandi is a secondary mandii^), 

166. The “actual” price of wheat in the village comes to 
Rs.2*140 per maund when the “ nearest ” mandi is a second- 
ary mandi and to Br. 2*297 per maund when it is a principal 
mandi. The total advantage to the cultivator when the nearest 
mandi to his village happens to be a principal mandi thus comes 
to Re. 0*157 or Re.0-2-6 per maund. It will be interesting to 
analyse this figure. Of the total advantage of Re.0-2-6 per 
maund Re.0-2-1, it will be seen, is due to the difference between 
the harvest prices in the principal mandi (Rs.2’448 per maund) 
and the secondary mandis (Rs.2*317 per maund) and the re- 
maining 5 pies to the excess of the “ average ” difference 
betweeii the prices in the village and the nearest secondary 
mandi (namely, Re.0-2-10 per maund) over that between the 
prices in the village and the nearest principal niandi (namely, 

<a) Only the cnltivaior'g ** .maxim um ” is reduced from Be.0'2*B per maund 
to Ro.0-2-7*6 per maund. 

(h) Ct, paragraph 154. 
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Iie.O-2-0 per mauod). And of these 5 pies, 0'5 pie may be 
ascribed to the better bargaining strength of the cultivator in 
villages which are in the neighbourhood of a principal numdi, 
about 1 pie to the smaller abuses of weighment and about 3' 5 
pies to the lower mandi charges in the principal mandis as 
contrasted with the secondary viandin. 

107. It may, however, be noted that more commonly than 
not, octroi duties are levied on cereals entering the principal ,oadB leading 
mandis, so that the advantages to the cultivator from tbet«,th? 
economic nearness of his village to a principal mandi are, in 
part, counterbalanced by the octroi duties. Although, as has 
been indicated before, the octroi duties are not universal and 
differ wridely in the Afferent mandis as well as on different 
c^ereals and have had to be left out of account by reason of their 
indehniteness, it may be pointed out that tlie most common 
rate appears to amount to about 6 [wes jjer maund on w'heat. 

Even if this entire amount be set against the advantages 
accruing to the cultivator from the comparative nearness of a 
principal mandi, a gain of about 2 annas per maund still re- 
mains for the cultivator. It is clear lherefoi*e that economic 
nearness of his village to a i)rincii»al mandi as contrasted with 
a secondary mandi invariably results in a net advantage to the 
cultivator-seller. 

168. The beopari appears to be at a disadvantage w hen the profits 
mandi nearest to the village in which he buys his cereals is a 
princifKil mandi. For in such a case, he buys at a price which when the 
is low'er than the price in the nearest mandi by Re.0-‘2-.5’ per 
maund, while his marketing ex[)enses amount to Be.Q-1-8 per prinr.-ipai 
maund. His rate of profit therefore comes to 9 pies per 
maund, against the rate of 1 anna per maund vviien the 
nearest mandi is a secondary man<#t(»). If he stocks the 

cereals he buys, and sells them later (at the average annual 
price in the nearest principal mandi as contrasted wdth the 
average harvest price which is obtained if the grain is sold 
immediately after buying), his purchase price is Re.0-3-8‘5 per 
maund lower tlian lus sale price, so that he makes a profit of 
about 2 annas per maund less his stocking expenses(“). 

169. The differences between the prices in the village and The different 

the nearest mandi under diffei'ent conditions have been ***” 

estimated above. It has been seen that these differences are their basis 
greatly increased, to the detriment of the cultivator’s interests, 

by two factors, namely, the mandi discrimination against the*'*”' 
cultivator and his urgent need for cash at the time of harvest, •octuai” 
It is as a consequence of his ‘‘burr>' to sell” that the cultivator price’. 


(a) Cf. paragraph 152. 
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in the village gets what has been termed the '*actuar’ price. 
If the cultivator were in no huiTy to sell his produce soon alter 
the harvest, he would be able to obtain what has been called 
the “ average ” price. If, however, only '*mandi discrimina- 
tion ” be absent, the harvest price in the nearest mandi w'ould 
still be the basis of the price in the village but the difference 
between the prices in the village and the mandi would, at any 
given time, tend to the “standard” difference. But if both 
these handicaps to the cultivator be removed, the difference 
between the prices in the village and the mandi would be 
minimised and the cultivator would get what has been called 
the “standard” price. The following table gives in a .sum- 
mary form the various differences between the prices in the 
village and the nearest mandi as calculated in the preceding 
paragraphs : 


Tablu XL — Differences between village and mandi prices — 

Sum mary 


— 

When the 
nearest mandi 
is a secondary 
mandi 

When the 
nearest mandi 
is a principal 
mandi 


(per md.) 

(per md.) 

i 

1 

A. p. 

A. p. 

** Standard " difference . . 

1 11 

1 6 

1 

“ Average ’* difference . . 

2 10 

1 - ^ 

1 

‘ * Actual ” difference . . , . | 

4 1 

3 8-5 


170. The “actual” difference between the prices in the 
village and the nearest secondary mandi has been estimated at 
Be.()-4-l per maund. This represents the difference between 
the price actually obtained by the cultivator in the village and 
the average annual price in the nearest secondary mandi. The 
annual price in the secondary mandis is, however, generally 
low^er than the annual price in the principal mandi, the nor- 
mal difference bet^veen the two having been computed at 
Ile.0-2-1’5 per maund(«). Therefore the “actual” difference 
between the price received by the cultivator-seller in the vil- 
lage and the average annual price in the principal mandi of the 
region in a typical instance (that is, when the surplus produce 
of the village flows down to the principal mandi of the region 
through a secondary mandi) conies to (Re.O-4-l + Re.0-2-l’6) or 


ia) Title paragraph 118- 
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.Re.0-6-2*5 pu' maund. K will be seen that the following four the factoi* 
factors commonly contribute to this difference : ooutributing 

(1) the secondary mandis as an intermediate stage tor difference, 
the flow of surplus cereals between the village and the 
principal mandi of the region ; 

(2) the beopari as a middleman between the cultivator 
in the village and the nearest mandi; 

(3) the mandi discrimination against the cultivator ; and 

(4) the cultivator’s urgent need for cash at the time of 
hai’vesfr — that is, his “ hurry to sell 

171. It has been seen that the advantage to the cultivator 
when the nearest mandi to his village happens to be a principal 
mandi amounts to about Ke,0-‘2-6 per maund(*). In other individual 
words the disadvantage to the cultivator wdien the mandi contribution, 
nearest to his village is a secondary mandi comes to Ke.0-2-6 per 
juaund. This, then, is the contribution of the secondaiy 
mandis, as an intermediary between the village and the prin- 
cipal mandi, to the total difference of Re.0-6-2‘5 per maiuul 
betvv’een the price actually obtained by the cultivator in tlie 
village and the annual price in the principal mandi of the 
region. It wall be seen that this is a disadvantage which the 
cultivator suffers on account of unfavourable georaphical posi- 
tion of his village and which therefore cannot be completely 
removed. The loss to the cultivator on this account can, 
however, be reduced from Re. 0-2-6 per raaund ; for, of this 
amount Re. 0-2-1 are due to the difference between the 
ptices in the principal mamU and the secondary mandis 
and over 4 pies to comparatively high mandi charges (includ- 
ing abuses of weighment) in the secondary mandis. an com 
pared to the principal mandi. li, has also been seen tliat the 
difference of Re. 0-2-1 Itelween the prices in the princijtal 
mandi and the secondarj’ mandis is mainly accounted for by the 
“mandi charges” and the ‘‘cost of transportation”. The dis- 
advantage to the cultivator from his village being situated in the 
]troximity of a secondary mandi (as contrasted with a principal 
mandi) w'ould therefore tend to be reduced as and when the 
mandi (charges in the secondary mandis are brought more in 
nniformily with those in the principal maiulis and the means 
of transporting cereals between the ])rincipal and ihe secondary 
mandis become more efficient and cheap. The remaining 
difference, namely of (Re.0-6-2‘.5 — Re.0-2-6) or Re.0.3-8*5(6) 

(a) Vide paragraph ItiG. 

ih) Cf. paragraph 104. I'his is the “actuar* difference Tiben the nearest 
mandi is a principal niaudi. The corresponding difierence when Ihe nearest 
mandi is a secondary mandi is Re.0-4>1 per mauud. vide paragraph 151. 
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per ruauad, is the joint contribution of the other three factors^ 
which, it wdll be seen, admit of complete removal. The 
individual contribution of each of these three factors to the 
“ actual *’ difference between the prices in the village and the 
nearest mandi is shown in Table XLI below : 

Tablr XLI — Difference (per maund) between the village 
price and the mandi price : 

Its component parts 



When the nearest natndi to 
the village is — 

ComponentR 

secondary 

mxindi 

principal 

nyandi 


A. p. 

A. p. 

1. Beopari's commission 

0 2 

0 2 

2. ** Mandi discrimination(a) ** against 
the cultivator. 

0 9 

0 7 

3. Cultivator's “ hurry to sell ” 

1 3 

1 3-r> 

Total 

2 2 

2 0-5 

4. ** Standard difTerenoe ** ((he. mini- 
mum expenses of marketing). 

1 11 

1 8 

** Actual ” (i.e. total) difference 

4 1 

3 8-5 


17J. It will be seen from the above table that the cultiva- 
tor in the village loses about Ke.0-1-8 per maund of grain on 
account of his “ hurry to sell ” and y pies per maund on 
account of the '"mandi discrimination” against him. The joint 
“ contribution ” of these two factors together thus comes to 
•2 annas per maund. But if both these factors are removed, 
the bargaining position of the cultivator against the beopari in 
tlie village would become far stronger than it is at present, and 
it may not then be at all necessary for him to allow a margin 
of 3 chhataks per rupee in favour of the beopari in the vil- 
lage (b). In cases where the nearest mandi is a secondary 
mandi, the beopari' s “ minimum ” difference has been com- 
puted at Be.O-l-ll per maund, and the “ average ” difference 


(«) Including ** under .weighinont of grain.” 
Cf. paragraph 145. 
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at lle.0-2-10 per maund(«). The disparity between these two 
figures is based far more on the existence of the above- 
mentioned two factors than on any other grounds. With the 
removal of these two factors together the beopari as a middle- 
man would automatically tend to disappear; for, there api)ears 
to be no reason why the cultivator should not see his way to 
dispose of the services of the beopari when lie has no more to 
pay in the mandi than the beopari, when he is not hard-pressed 
for money at the harvest time and wdien he knows that selling 
his grain to the beopari in the village would definitely bring 
him less money for his produce than if he sold it personally 
in the nearest niandi. The joint contribution of these two 
factors to the difference between the price actually obtained by 
the cultivator in the village and the annual price in the nearest 
secondary mandi must therefore be regarded as greater than 
2 annas per maund. In the practice of rural marketing, it 
appears, two and two make more than four. 

173. It w’ill have been noted that the differences in the given 
prices in the village and the mandi, as worked out above, are differenceg 
based on charges which are assessed partly as a percentage fl^ytuatione 
of the quantity of grain sold. It follows that the differences in the price* 
as given above will vary with changes in the prices of cereals. 

The prices on the basis of which the differences have been 
calculated have been given at the appropriate places. 

174. The differences between the village prices and the cereaU other 
mandi prices of other cereals (except rice) tend to be a little 

less than those relating to wheat. For not only are the rates 
of octroi duties, where they are levied, commonly the highest 
for wheat, but the mandi charges for the sale of other cereals 
(except rice) also tend to be less. But this reduction in the 
total marketing expenses for other cereals is to a degree 
counter-balanced, except in the case of rice, by the fact that 
the prices of other cereals are low'^er than those of wheat, so 
that the marketing expenses for other cereals per Rs.lOO would 
not be far below tliose for wdieat. In the case of rice, the 
differences in prices fend to he a little higher than those 
relating to wheat. 


(d'k Vide paragraphs 139 and 146. 
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CHAPTER IX 
Prices at Different Times 

175. Prices of the same commodity differ at different places 
as well as at different times. The differences in prices at 
different places have already been considered. The differences 
in ])iices due to “lime utility”, however, present a little 
complex problem ; for the reasons accounting for them are 
various and not unoften have divergent tendencies. The main 
fsictors which lead to differences between prices at different 
times may he summarised as follows : 

(1) tlie cost of stoc-king during the period; 

(•J) the prospective, and to a smaller extent the existing, 
conditions of supply and demand in the market at the 
time of sale and the degiec of accuracy of speculation ; and 

^3) exceptional or accidental causes of local, national or 
international importance. 

176. The “cost of stocking” and “existing supply” are 
factors which would tend to raise the price continually after 
the harvest time. For, the cost of stocking would ordinarily 
increase, and tlie existing supply would decrease, with the 
passage of tiuje. If, therefore, these two were the only 
fa(*tors determining the difference l)etween prices at different 
times, the prices of grain would always be lowest at the 
harvest time and would thereafter rise throughout the year. 
As it is, there are disturbing influences. Speculation, it has 
been se€n<«), plays a very important part in the determination 
of the price, and may either add to or check the joint eft’eci of 
the above-mentioned two factors. Besides, seasonal varia- 
tions in the price may be completely submerged under secular 
clianges, and furthermore, exceptional influences like depres- 
sions may pi’oduce effects of far greater dimensions than the 
other factors taken together. For example, the harvest price 
at Hapur during 1938-B4 was Bs. 8*057 per maund(^) whereas 
ihe annual price during that year was lower, namely Es.2‘547 
per maund.(c) This was mainly on account of the agricultural 
depression which lowered prices; the tendency of the price 
to rise after harvest time as a result of the first two factors 
was more than counterbalanced by the effects of the depres- 
sion in 1933. Therefore while the two factors — ” cost of 

(a) Vide paragraph 94. 

<h) Vide Table XXXVII. 

(f) Vide Table XIX. 
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stocking and “ existing supply ” — tend to raise the price 
after the harvesthig period, the other two factors — “ specula- 
tion *’ or “ prospective supply ’* and “ accidental causes — 
jiiay work in eitiier direction. If their “ resultant ” (net 
efl'ect) acts in the same direction as the fii'st two factors, the 
difi'eieiice in prices at harvest time and thereafter would l)e 
Hccentuated, while if this ** resultant ” acts in an opposite 
direction, it may check or counterbalance or more than 
counterbalance the joint effect of the first two factors. 

177. The common assumption by theorists that the price 
of grain is always lowest at harvest time and thereafter neutralize 
gradually rises tliroughout the yciir is not always correct in the eaeetof 
practice. Tliere is, no doubt, a tendency for the price to 
follow this rule but the tendency may be offset by other 
factors. It lias been seen that speculation on the piospetrtivo 
supply is an important factor in determining prices now-a- 
days. The main function of speculation is to “even out,” 
as far as possible, the difPerences in the prices at different 
times, and the more developed specnlation becomes, the 
smaller wull be the net effect of factors which tend to raise 
the price continually after hai’vest time. For, the busi- 
ness of speculators is to take advantage of any expected 
rise for fall) in the price. If, for example, the price is 
expected to rise, the speculators buy up stcK-ks at the existing 
low 2 >rices in the hope of selling them later at coinjiaratively 
high prices. But in the very act of doing so they triinimise 
tile difference whicli is to be the source of their profit. For, 
while on the one hand, they tend to raise the existing pru'e by 
their demand, on the other, the stocks they buy, wiih a view 
to selling at a later date, increase the sup)>ly at that date 
and tliereby tend to lower the price (<*). It is thus that specula- 
tion tends to smoothen the fluctuations in prices. The more 
peifect the speculation, the nearer to each otlier, cctcriff 
paribus, would prices at two different times tend to bo, and in 
a jierfectly speculative market, the pirices at two different times 
would tend to differ by no more than the very minimum, 
namely, the cost of stocking during that period. The tendency 
of the price to rise progressively after the harvest time as an 
effect of continually diminishing supply is thus largely offset 
by speculation. The effects of prospective and existing con- and thi^ 
ditions of supply and demand therefore tend to be neutral- of 
ized(*d. And since the effects of accidental or excejitiona! 

(a) It is, however, oharncteristic of professional speculators to be content 

with a very sinall rale of profit |>er transaction provideil it is accompanied by normal* 
a considerable “base”, i.e., volume of transaction. ’ 

(b) Factor (2) in paragraph 175. 
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causes, by their very nature, can neither be determineti 
with a reasonable degree of accuracy nor be considered normal, 
the “ normal ” difference between the prices of cereals at twa 
different times may be taken to be the cost of stocking 
grain during that period. 

178. The different elements constituting the cost of stock- 
ing are — 

(1) rent for the stocking-place, 

(•2) wages of labour required for putting the grain in 
tlie stocking-place and taking it out, 

(3) interest on the money value of the grain, 

(4) effect of stocking on the quality and quantity of 
grain, and 

(5) charges for insurance against risk of (a) wholesale 
damage to grain and (h) heavy fall in prices. 

Tile cost of stocking ” w^ould thus vary according to the 
length of the period of storage and the method of stocking. 

179. The length of the period intervening between harvest 
and sowing times would differ with difi'erent cereals. Wheat,, 
for exampie, is harvested from March to May and the inflow 
of wheat from the villages into the mandis begins about the 
middle of April and ceases with the beginning of the rains, that 
is, about the middle of June. Most of the stocking thus takes 
place during the month of May. The sow ing time for wlieat is 
from October to December. The period intervening between 
stocking and sowing times thus averages about six months. 
Therefore, for the purpose of determining the difference 
between prices at har\^est and sowing times, the cost of stocking 
for about six months has to be w’orked out. 

180. The most common receptacles for the storage of 
cereals in the principal mandia are hhattis (ground-pits) and 
kothas (rooms). Cereals other than wheat, gram and barley 
are rarely stocked in hhattis. Grain stocked in kothas is 
generally filled in bags, but sometimes no bags are used. 
hhattis can stock large quantities of grain and can stay for a 
long period of time, while kotha^s can be used for only com- 
paratively small quantities and a short period of time. 
Ttesides, khattis prove more advantageous to the stockist as 
not only is their rent lower than that of the kothas but the 
loss in weight of the grain stocked in khattis is also less. On 
the other hand, grain stocked in kothas is preferred by the 
consumers as its quality is less damaged by stocking. In 
addition to this consideration, there are other points in favour 
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of kothas. Apert from the fact that cereals like rice and 
bajra cannot be stocked in khattis, the charges incurred in 
stocking the grain in khdUis and in taking it out of it are 
greater than the corresponding charges in the case of the 
kotha. Moreover, the khatti stands as one indivisible whole : 
it must be filled up in full; for otherwise insects breed 
in the space left and may do considerable damage to the 
quality as well as the quantity of the grain. Kothas, on the 
<rontrary, can keep well even small quantities of grain, 
liesides, grain stocked in kothas may be sold in sjnall 
quantities at will. On account of these considerations khattis 
are generally used when cereals (w'heat, barley and gram) 
have to be stocked in large quantities or for a long period of 
time, while kothas are preferred for comparatively small 
quantities and short periods of time. In the big principal 
mamlis like Hapur, therefore, by far a larger quantity of 
grain (wheat and gram) is stocked in khattis, Khattis are, 
however, not suitalde in places where the water-level is high, 
e.g., in Saharanpur, I'ilibhit, Budaun and Ujhani (Budaun), 
or where the ground is stony so that water percolates, e.g., 
in Debra Dun. Nor are khattis used in mandis where grain 
is not stocked tlu-oughout the year but only for 6 or 7 months 
or a still sliorter jwriod of time. In this group fall most of 
the secondary mandis like Baraut (Meerut), Khatauli 
(Muzaffarnagar), Dhampnr (Bijnor), Amroha (Moradabad), 

Utah and Ehurja (Bulandshahr). KhaUis are, however, in 
extensive use in the more important mandis and specially 
where wheat and gram are grqwm in abundance, for example, 
in addition to Hapur, Ghaziabad (Meerut), Meerut, Shamli 
(Muzaffaranagar), Deoband (Saharanpur), Chandausi (Morad- 
abad), Hathras (Aligarh) and Hikandrabad (Bulandshahr' 

Kha-ttis for wheat, gram and barley and kothas for the other 
cereals may be taken to be the representative stocking-places 
in the province. 

181. Cereals are stocked most generally by the pukka Bent of the 
arhatis, who also commonly own the khattis or the kothas, 
either on their own behalf or on behalf of their clients. When ** *** 
the grain is stocked by the owner of the khatti or the kotha 
on his own behalf, as is more common, the question of rent 
does not arise in practice, although for the purpose of calculat- 
ing the cx)st of stocking it has to be taken into account all the 
same. In such oases the rental value of the khattis or kothas 
has to be considered and their rent understood to be what 
would have been paid for their use if they had been rented. 

Tn Hapur a grain-pits tax is levied on khaitis at the following 
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rates, which give an idea of the mininmm rent chargeable 
for the use of the khattis ; 

Table XLTI — Grain-pits tax at Hapur 

Amount 

Capacity cif the khalli of 

annual tax 

K« 

Below coo maunda . . ■ • 3 

600 maunda and over but below 700 maunds . . 6 

700 maunds and over . . 7 

average 182. Tlie charges for letting khattis and kothas differ from 

rent. imudi to iiiandi as also within the same tnandi according to 

the type of the khatti or the kotha. For example, the rent 
of a pukka khatti is naturally higher than that of a kachdui 
khatti, and similarly in localities where khattis and kothas 
are more liable to damage, the rents are comparatively low. 
The rent most commonly charged comes to a little over Ee.l 
Iter KX) maunds per annum for an ordinary khatti and to 
about Jls.n per 1(K) maimds per annum for an ordinary 
kotha. The rent for a khatti is due yearly and for a kotha 
monthly, and the stockist is free to keep the khatti or the 
kotha occupied as long as he pleases provided that he pays the 
rent regularly at the end of each year or month respectively. 
The rent for a khatti has to be paid for the whole year even if 
the khatti is vacated earlier, unless an agreement to the 
contraiyr has been arrived at. In cases of such agreements, 
however, the rate of rent tends to be a little higher. 

Laiwur 183. Before a khatti is filled up, its bottom has to be 

charges. covered with husk and its walls lined with wheat stalks or 

such other material, and after it has been properly filled up, 
its mouth has to be carefully closed. Again, when it is 
opened, a man has to get in and fill the grain in baskets, 
which are pulled up by another man outside the khatti. The 
grain has then to be filled up in bags after due exposure to 
sun and air. These operations involve expenses, which vary 
according to the type of the khatti and its distance from the 
place of purchase and sale in the mandi. For instance, it 
was pointed out in one of the important mandis for cereals in 
w'est United Provinces that the khattis of that place are 
situated at a distance of 3 or 4 furlongs from the mandi so 
that it costs about as much as 4 chhataks per rupee to fill 
a khatti and about an equal amount to get the grain out of 
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it, with the result that hothas are giveji preference ovei 
khattis and very few khattis are used for stockiug. The 
average cost of filling a khatti and taking grain out of it 
appear to amount to about 3 pies i)er niaimd. Tlie corre- 
sponding expenses for the kotha ciuinot be put down at move 
than 2 pies per niaund, for most of the cliarges for the work 
done may, in general, be supposed to be covered by the 
usual paUedari. 

184. Advances of money against grain stocked in khattis 
or kothas are generally available from banks at rates which 
naturally vary from year to year and from place to place, inwatwl. 
The banks commonly advance about 75 per cent, or a little 

less of the estimated money-value of the stock. The most 
common rate of interest appears to be Ile.0-9-4 per Rs.lOO j>er 
month or 7 per cent. i)er annum. The rest of tl)e money has 
to be invested by the stocikist himself. If, how-ever, the grain 
has been stocked by a pukka arhali on behalf of one of his 
clients, he mav demand from his client 25 per cent, of the 
money valne of the stock or more or less according to his 
credit or their personal relations, or he may invest his own 
money on behalf of his client and charge interest from him at 
the current mandi rate. In either case the stockist has to 
suffer the interest charges. The most common mandi rate 
of interest, it has been soen.f®) is 10 annas or 12 annas per 
Rs.lOO per month, that is, 7'5 or 9 per cent, per annum. 

This is the rate of interest w’hich lias to be computed on 
25 per cent, of the money-value of the grain stocked. The 
resultant difference in the average rate of interest is, how- 
ever, insignificant. For the purpose of calculating the normal 
cost of stocking, therefore, the average rate of interest may 
be taken to be 7 per cent, per annum. 

185. The measurement of the effect of stocking on The effect of 
quality and quantity of grain presents a complex problem, as stocking on 
the net effect is the result of several factors which act in th® quality 
different directions and whose individual effect is not exactly 

known. For instance, it was stated by some stockists that 
the grain stocked is liable to a greater damage or an earlier 
attack from insects if an easterly wind blow's during the 
months of Baisakh and Jethi^), that is, during the period 
when the khattis and kothas are filled, than if a westerly wind 
blows during those months. Again, it was asserted by some 

(a) Paragraph 54. 

(5) The Hindu months do not always rorrespond with the same 
months of the English calendar. In 1935 the months of Baisakh and 
Jaith coincided with the period from the 19th of April to the 16th of 
June 
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bUMBCBSinen at Saharanpur that the local wheat is mota 
susceptible to an attack from insects than the Punjabi kathia 
Isharhati). The truth of these statements, which are based 
on experience, requires scientific verification by research and 
investigation. It was also pointed out in some places that 
wet grain or grain which is not fully ripe is more liable to 
attack from insects. The reason for this is apparently the 
existence of moisture in the grain, which invites insects. 

186. The various factors affecting the quality and quantity 
of the grain stocked may be summarised in a single: word 
‘‘ moisture ” and their net effect may be considered as the 
resultant of two actions, namely, (1) the direct effect of 
moisture on the quantity and quality of grain in stock, and 

(2) the damage done to the grain by insects (an indirect effect 
of moisture). The effect of stocking is naturally different on 
lihaftk and kothas. The hhattis are not only less exposed 
to the ac'tion of moisture than the hothafi but are also com- 
paratively safe from a heavy attack from insects. But 
whereas the quantity of grain in the hhattis tends to increase, 
the quality deteriorates. The kothas, on the other hand, 
maintain a better quality but tend to a loss in the W'eight of 
grain. The general qualitative effect of "moisture ” on the 
quantity of the grain in stock may be summarised as follows : 

(1) up to the beginning of rains the weight tends to 
decrease due to drying up of moisture in the grain; 

(2) during the rainy season the weight increases; 

(3) towards the end of the rainy season grain tends to 
be attacked by inset^ts and such an attack sets in a 
tendency to decrease the weight ; 

(4) after the rains two tendencies work together to 
decrease the w’eight, namely (a) gradual drying up of 
moisture in the giuin picked up during the rainy season 
and (h) attack from insects; 

(5) during the winter the cold tends to resist to a 
certain extent the drying up of moisture in the grain, so 
that the rate of decrease in the weight due to drying up 
of moisture tends to be retarded, but at the same time 
the decrease in weight due to attack from insects tends to 
be accelerated— this acceleration probsibly more than 
counterbalances the retardation, so that the rate of 
decrease, on the whole, tends to be accelerated; 

(6) after the end of the w’inter and until the grain is 
taken out, both the tendencies noted in section (4) above 
work at full speed, so that the rate of decrease tends to 
be greatest during this period. 
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187, Tlie quantitative effect of stocking on grain is also quantitative 
different in khattis and kothas. It has been indicated that 
weight of grain stoc^ked in khuttis tends to increase but that its 
quality generally deteriorates. In pukka khaltis, however, Htocking in 
appreciable increase in the weight takes place nor is tlie damage khattis 
to the quality significant. In kachcha khattis the effect on grain 
depends to a considerable extent upon the method of stocking. 

If the bottom of the kliatti is well covered with husk and the 
walls heavily lined with wheat stalks or such oilier things, 
the increase in weight tends to be less ns also the damage to 
the quality. Newly-built khattis tend to increase in weight 
more than old ones, but at the same time tlie daii'^age to 
quality is, naturally, greater. Accordingly in some ntandis 
a discount is allowed to the buyer on grain stociked in new 
khattis. Ordinarily, increases in the weight of the grain stocked 
in khattis are accompanied, and not unoften counterbalanced, 
by progressive deterioration in the quality. The int'.rease in 
the weight of grain stocked in khattis was estimated by leading 
businessmen in the mandis of the United Provinces to range 
from 1 percent, to 3 per cent, up to P/iOf/u but at the same 
time it w'a>s stated that if account be taken 

of the damage to the quality of the grain in general 
— khaiti wlieat generally develops a jieculiar smell — 
and to the portion of it which lies in immediate contact w'ith 
the bottom and the w^alls in particular, the gain 
in weight is in 90 per cent, cases coiintorbahnced by the 
♦deterioration in (jiiality. It appears from a study of the 
available data that grain stoc^ked in khattis increases, irres- 
pective of the effect on quality, by about 1 ])er cent, in a stock- 
ing year (that is, from about the middle of May to al)ont the 
middle of March), and that the damaged quantity — taking into 
account also the effect on the quality in general-r— may be com- 
puted at about 2 per cent. This damaged quantity commonly 
sells at about half its original price, so that the effect, of stock- 
ing in a year, considering both quality and quantity together, 

IS neutralized. 

188 The effect of stocking in khattis up to the sowing time and up to 
has to be estimated in the light of the general qualitative 
propositions laid down in paragraph 186. The greatest*"^®’ 
increase in weight is obtained in Bhadon (b), that is, at the 
end of the rainy season, whereafter the tendency to decrease 
«ets in. Considering the information obtained from the differ- 
ent mandis, it appears that the average increase in the weight 
of grain at the end of the rainy season would amount to about 

(rx) Tn 1935, the month of Phaaun coincided with the period from 
the 19th of February to the 20th of Ifaroh. 

(6) In 1935, the month ot Bhadon coinoidei with the pariod from 
the I6th of August to the 12th of September. 
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stocking 
kothas 


for a year, 


and up to 
tho sowing 
time. 


2 per cent. Tliis increase is reduced to about 1 per cent, 
during the six months from the middle of September to the 
middle of Marcli. Taking into account the damage to the 
quality of grain stottked up to the sowing time and the general 
jiropositions in sections (4), (5) and (6) of paragraph 186, the 
net efl'ect of stocking grain in a hhaiti up to the sowing time, 
tliat is, about the middle of November, comes to an increase 
of about 1 per cent, in the quantity of the grain. 

189. Compared to the khatfiit, the kothas are more, exposeef 
to the effects of moisture and therefore more open to attack 
from insects. Consequently the damage to the quantity of 
grain stocked in kothas tends to be greatei*. The damage in 
cool kothas is, however, less than that in warm ones. Ac- 
cording to the estimates given by leading stockists in the 
mandh of the Uiiitcd Provinces, the loss in weiglit of grain 
in a year ranges from 1 per cent, to 3 per cent, in compara- 
tively (?ool kothas and from 2 per cent, to 5 jjcr cent, in warm 
kothas. The range of loss iji weight of gi’ain stocked in 
kuthafi in general for a year therefore lies from 1 per cent, to 
5 per cent. Considering also the loss in grain on acc;oiint 
of rats, etc., the avemge loss nu^st coinmojily inciirrec] 
appears to he about *2‘5 per cent. 

190. l^lio effect of shKtking grain i?) kothas' up to sowing 
time (that is, about the middle of November) may be estimated 
in the light of paragraph 186, as follows : 

(1,^ decrease in w^eigb,t up to the beginning of rains — 
about 4 chattaks per bag or a little less than 2 ehartaks j)er 
maund ; 

(2^ increase during the rainy season — the maximum 
increase may be as high as 2 or 2J seeis pei* Jiiaund, but 
an increase of about IJ seer per maund af^pears to be 
quite common; 

(3) net increase at the end of the rainy season — about 
1 seer and 2 chattaks ])er maund ; 

(4) The average loss in weight in a year has been 
comj)uted at 2.5 per cent, or about 1 seer ]>er maund 

Therefore during the 6 months, from the end of the rainy 
season to the end of the stoc.king year, the loss in w^eight 
amounts to about 2 seers and 2 chattaks per maund. If, 
in view of the propositions laid down in sections (4), (5) 
and (61 of paragmpli 186, the decrease in weight during 
about 2 months between the end of the rainy season and 
the sowing time be taken al about 8 chattaks per maund, 
tlio net increase in the weight of grain stocked in kotha/f 
up to the sowing time comes to about 10 chattaks per 
maund or about 1.56 per cent. 
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191. The risk involved in stocking is two-fold, iiiimely. Inauranc«> 

(1) of a heavj^ fall in prices and (2) of wdiolesale damage to ^ **'*^^' 
the grain, e.g., by fire in kothas or by water in kliatiis. No 
systematic aiTangeiuents for insurance of stocks exist in the 
mandis of the United Provinces. It will, however, be noticed 
that speculation offers to the stcx^kists a sort of insurance 
against heavy decline in prices in respect of kliaUis or kothas 
which have been sold by a “forward'* contract. As to 
insurance against wholesale damage to grain by fire, water, 
theft; etc., it was pointed out in a few mandis that the local 
banks from whom advances of money against stocks were 
obtained insisted on the stocks being insured before tlie 
advances were given, and that in some cases, an additional 
fee of 2 annas per Rs.KX) wortli of grain per inontli was 
charged to cover this risk. I'he insurance charge, if there 
be any, would naturally difl'er for different stocking places 
and localities. Khattis are compai*sitive^y safe from fires or 
thefts, but they run the risk of complete damage to grain fioin 
water if the latter finds its w’ay into a khatii without tlie 
knowledge of the stockist for a sufficient period of time. Tn 
the absence of any practical instances, a charge of 2 annas 
per Rs.lOO per montli, tliat is, 1*5 per cent, per annum, 
appears to be a sufficient cover against such risks in respect 
of both the khattis and the kothas. 

192. The effects of the various factors contributing to of 

the cost of stocking have been iTjdividually and severally 
assessed. The nomial cost of stocking may therefore be 
calculated by summing np the various charges, sis follows : 

Tablk XLIII — Norjnal cost of storking : 

Tts component parts 



1 Rate of cost 

1 Cost per maund (a) 

Items of eost — 

for khattis 

1 

for kothas 

for 0 months {h) 

for 1 stocking 
year (r) 


Khattis 

Kothas 

I Khattis 

Kothas 




A. p. 

A. p. I 

A. p. 

A. p. 

Kent 

JRe.l pop 100 
raaunds per 
annum. 

Kk. 3 per iOO 
maunds per 
annum. 

0 1-9 

m 

0 1*9 

1 

0 5-8 

Labour charges 

3 pies per maund 

2 pies per maund 

0 3-0 

0 2 0 j 


0 2*0 

Interest 

1 

7 per cent, per 
annum. 

7 per cent, per 
annum. 

1 6-0 

1 6-0 ' 

1 

2 10 '0 

2 10-0 


(a) Based on the average price of grain being taken at Bb. 2,629 per maund. 

(b) viz., from aliont the middle of May to about the middle of November. 

(c) Viz., from about the middle of May to about the middle of March. 
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Kato of cost } Cost per jrannd (a) . 


Items of cost 

for khattla 

for kolfuis 

For 0 months (5) 

for i stocking 
year <c) 

KhaUis 

Kothaa 

K hatiia 

Kotfiaa 




A. p. 

A. p. 

A. p. 

A. p 

Effect of stock- 

1 per cont. in- 

1 56 per cent. 

~{0 4*9) 

-(0 7-6) 

0 0-0 

1 0-1 

ing on grain. 

crease up to 

increase up to 






sowing time ; 

sowing time ; 






nil during the 

2*5 loss during 






year. 

the year. 





Insurance 

1 * 5 per cent . per 

1 ' 5 per cent. 

0 3 6 

0 3*6 

0 70 

0 7-0 

against risk 

annum. 

per annum. 







Total 

1 8*6 

1 6-» 

3 9-9 

5 0*9 


The normal 
cliifereiice 
between 
prices at 
harvest and 
sowing 
times — 


wheat, 
barley and 
gram, and 
and other 
cereals. 


193. The normal cost of slocking between hai’vest and 
sowing times thus comes to about Jte.0-1-9 per niaund fox 
khatiis and lle.0-1-6 per maund for kothas. It has been 
pointed out that no cereals other than wheat, grain and barley 
ai*e ordinarly stocked in khattis. Hence the normal difference 
between prices at the harvest and sowing times may be taken 
to l)e lie. 0-14) per maund for wheat, gram and barley and 
lie. 0-1-6 jxer maund for other cereals. For the purpose of 
comparison with the ac?ttial difference, the harvest prices of 
w’heat at Hapur during the last three years, given in 
Table XXXVII, are reproduced in Table XLIV below along 
w^ith the sowing and the annual prices at Hapur during the 
same years. The differences lietween sowing and 
harvest prices as well as those between sowing 
and annual prices are also worked out. Tlie sowing 
prices represent the arithmetic mean of the weekly whole- 
sale prices during the period from the 15th of October to the 
15th of December. 


Table XLIV 

Harvest, sowing and annual prices of wheat at Hapur 
(1933—36) 


Comparison 
of normal 
diiforence 
with actual 
dilleronces : 


Year 

Harvest 

price 

Sowing 

price 

Annual 

price 

Difference (per maund) 
between — 

sowing and 
harvest 
prices 

sowing tnd 
annual 
prices 

1 

2 1 

3 

4 

1 ^ 

6 

1933- 34 

1934- 3S 

1936-36 

1933-36 

(R 

3-057 

2*271 

2 448 
2*592 

s. per maur 
2*271 
2-302 
2-734 
2*436 

2*547 

2-314 

2-529 

2 463 

As. p. 
-(12 7) 

0 6 

4 7 
•-X2 6) 

As. p. 
—(4 6) 
~(0 2) 

3 3 
—(0 6) 


a) Ba^ on the average price of grain being taken at Bs.2’529 per maund 
{h) Viz., from about the middle of May to about the middle of November 
(r) Viz., from about the middle of May to about the middle of March, 
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194. The deviations of the figures in column (5) of the the 
above Table from the normal figure of Ke.0-1-9 provide a 
direct measurement of the disturbing effect of extraordinary effect of 
or exceptional factors during the corresponding year. For disturbing 
example, a negative quantity ap^ars in column (5) against 

the year 1933-34; the harvest price in this year was liigher 
than the sowing price (as well as the annual price). This 
shows the result of the overwhelming disturbance in the 
seasonal variations in the price of wheat caused by the 
depression, which generated a downward trend of prices. In 
the years 1934-35 and 1935-36 the harvest prices were lower 
than the sowing prices, but a comparison of the figures in . 
column (5) with the normal difference worked out above 
indicates that the sowing price was a little too low in 1934-35 
and a little too high in 1935-36. The average figmes for the 
three yeai's 1933 — 36 arc unduly affected by the abnormal 
character of the year 1933-34. 

195. The harvest price, it is known, is normally lower elation 
than the annual price. It will be interesting to obtain an between 
idea of the “normal” relation between the sowing price and M>wingaud 
the annual price. Since the effects of abnormal or excep- 

tional factors, by their very nature, cannot be calculated, such 
a relation can only be obtained for a year in which the price 
is lowest at the harvest time and the fluctuations in the 
price are regular and uniform. The “cost of stockirig’' is a 
fjictor which would tend to continually raise the price during 
the stocking period, and as long as “speculation” neutralizes 
the effect of variations in supply so that cost of stocking 
remains the only factor determining the difference between 
prices at different times(«), the price would tend to rise 
continually tlmoughout the year. It has, however, been 
pointed out(^) that with the beginning of the calendar year 
speculation begins to play an increasingly important part and 
that during the months of February and March it becomes 
the decisive factor in determining the price of wheat. The 
price of wheat may therefore be supposed to be normally at 
its highest level in January, after which the desire to clear 
off the stocks in view of the coming crop and the accelerating 
rate of damage to the grain in Btocks(«) become a more 
important influence. Thereafter there is a tendency for the 
price to fall until it reaches its old (lowest) level in May. The 
rise in price recorded in eight months, from June to January, 
has therefore to be traced back by a decline in four months, 
from February to May, so that the average rate of decline 

(a) Of. paragraph 177. 

(b) Vide paragraph 91. 

(e) Of. paragraph 186, aection (6). 
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“ normal ” 

difference 

between 

sowing and 
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prices. 


and its 
comparison 
with the 
aotuaJ 
difference. 


Cost of 
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the 

secondary 
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'nar be taken to be twice the average rate of rise. Aasuming 
that the rate of monthly rise and fall is uniform, the coarse of 
the price daring the year, beginning from May, may be alge- 
braically illustrated as follows : 

Afay Jwn« Jvly Augtut SepUmhwt October 
(100) (100+«* (100+ 2*) (100+ 3*) (100+4*) (100+6*) 

November December January February March April 

(100 + 0*) (100+ 7*) (100+ 8*) (100 + 6*) (100+ 4*) (100+2*) 

The harvest price, being the average of prices during 
April, May and June, would therefore be represented 
Ijy O' (100 + *), which is the price in 

June. The sowing price, being tbe average of prices during 
October, November and December, would be represented by 
±i*L± C/w ± «/L+(J«<L ± 7^ ^ 6*). which is the 

o 

price in November; and the annual price, being the average 
of the twelve inonthh’ juices, comes to (iU0 + 4a;>, 
the price in September. The difference between the sowing 
and harvest prices thus amounts to &x, that between the 
sowing price and the annual price to 2x, which is 2/6 of the 
former difference. If the difference betw'een the sowing and 
harvest jirices normajly amount to })er uiavmd, the 

“normal” difference between the sowing price and the annual 
price should be S’4 pies jier maund. This difference, it will ho 
seen, will vary directly with the difference between the sow’ing 
and harvest prices. 

;i9fi. 'J’lic difference between tbe sowing price and the 
annual price of wheat at TTapiir during 193.5-36 comes, from 
Table XLTV above., to Ne.0-3-3 j)er maund or Ne.0-2()5. 
This difference, however, includes the effect of many disturb- 
ing factors. It was noted in paragraph 194 above that the 
sowing price in 1935-36 was a little too high. The harvest 
j»rice in 1935-36 was E8.2‘448 per maund. Adding* to this 
price the “normal” difference between the sowing and the 
liarvest prices, namely Re.0-1-9 or Be.0*109 per maund, the 
“normal” sowing price in 1936-36 comes to E8.2‘557 per 
maund. Tlie annual price in 1935-36 was Es.2'629 per 
maund. The difference between this “normal” sowing price 
and the actual annual price therefore comes to lte.0’028 or 
5'4 pies per maund. Tlie deviation of this difference from the 
normal difference of 8'4 pies, namely 3'0 pies per maund, 
measures the deviation of the actual fluctuations in the monthly 
prices during 1935-36 from a perfectly regular and uniform 
course of prices. 

197. It is clear that the cost of stocking would differ 
from mandi to mandi; the figure of Ee.0-1-9 per maund 
represents only the “normal” average cost of stocking in the 
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fiincipal imndis of the United JVoviiiees ns a whole. The 
€Ost of stocking in tJie secondary mandis of the 1 Province, in 
general, would probably be slightly higher. 'L’lie soconiiarv 
mandis have, however, a clioice between sio(*.king grain and 
bearing the expenses ihereol', and importing tlie grain from 
•the principal mandi as and wlien rec|uired. T\u^ (dioice has 
evidently to be decided by a coin[wu‘i.son bciwccji the cost of 
stocking locally and the oxpeiises of ini])orting grain I'roui the 
j)rincipal nwndi ])lus ttie cost of stocking in the priiu'ipal 
mandi. If these latter ai*o higher than the local cost oi 
stocking, the mandi would most prohahly stock its own grain. 

Tire choice has thcrelore to he made according lo flie circuni- 
stances of each particnlar case. 

198. T]»e harvest and sowing prices in the village move Htuvest 
in aecordance with the fluctuations in tiiose [ rices in llu' 
nearest mandi, but the directioji or the algebraic sign of the 
•difference between the prices in tlie village and the nearest 
secondary mandi is different at harvest and sowing times. 

The price at the harvest time is the (*iilti valor’s “sale j)riee”, 
at the sowing time it is his “purchase price.’* It has been 
seen that the harvest price in il»e village is eipia] to the 
harvest price in the nearest mandi minus' the “average*’ 

<]iffcrenc-c betweoji the jvrices in the village and that nnnidi ; at 

sowing time, tliis “average” diirerence has to be added 

to the price in the nearest mandi to obtain the price in the 

village. More than this, the diff’cTence between the prices in 

the village and the nearest mandi tends to be greafier at ilic ht>twi'c»n 

time of sowing than at the time of harvest. Tlie cultivator 

in the village sells ])is produce at the time of harvest in order <he*iwarest 

to get money to pay to his creditors. The creditor'.^ pressure 7w«nrfi is 

probably ec;moels hivu to sell bis produce to him at a ride 

which is a little liiglicr lhan'the cuiTent rateW. Ihjt if the iiine Uian 

creditor demands a- rate which in liis ojiinion is imrea.sonal)ly at tUe 

high, he has the option to take his grain to sell in ilic nearest tunc 

mandi at the risk of losing the f)atnmage of lus creditor. His 

position is, however, a little more difficult at the time of 

sowing when lie wants the grain for the purpose of sowing. 

Most probably he has not got the money to buy it: he has 
therefore got to borrow The mandi in tliis case is of 

little use to him, for the mandi people would not lend him the 
seed. They do not know the cultivator intimately, and even 
if some of them do, they realize fully well that lending to the 
cultivator is a business wdth no small n’sk. n’he (*nltivafor 
lives at a distance from the mandi so that they cannot easily 

fft) Cf. paragraph 124. 

Cf. paragraph 122. 
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keep in constant toucb with him. His security for repay- 
ment of the borrowed seed — ^practically always, the crop for 
which he borrows the seed — ^is iinsatisfactory as it is highly 
uncertain, dependiuig to a large extent on the vagaries of 
nature. At sowing time, therefore, the cultivator has no 
option but to borrow the seed from the sahukar. Unlike the 
mandi people, the sahukar knows the cultivator only too well;, 
he lives in the same village as the cultivator or very near it 
and can keep a close watch on the cultivator and his crops, can 
make as many calls on his debtor as are necessary and in 
addition, occupies a position in the village whicli makes it 
coirn)ar.atively easy for him to secure the repayment of the 
loan. [Besides, lending to the cultivator is his business and 
he can afford to take the risk involved therein provided, of 
course, he is sufficiently remunerated. Shrewd enough to- 
take the fullest advantage of his monopolistic or semi-mono- 
polistic position, the sahukar in many cases takes an account 
of the risk involved and the cost of collection not only in the 
rate of interest but also in the rate at which the value of * the 
grain lent is reckoned. As at the time of harvest («), so also 
at the time of sowing the cultivator suffers a double dis- 
advantage on account of bis indebtedness. 


(a) Cf. paragraph 124. 
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APPENDIX 

[Part (A) of this Appendix is intended to briny (he figures given in the 
body of the Bulletin up to the end of March, 1<)37. Part (B)i8 
devoted to a brief study of these new figtires with a view to co-ordi- 
nate them with the main comlusions arrived at in the Btilleiin.] 


Part (A) 

Table I (p. 3) 

Area sown (total and umler cerexth) in the United Provinces 

(ill tliousaiul 



Total 

area 

Total i 
area j 


Aren under— • 

Year 

sown 
in the 
United 
Provin- 
ces 

under 

** food- i 

Ti” !«■'“> 

pul8l58*’. ; 

Rice 

Gram 

Barley 

i 

Jowar j 

i 

1 03r-37 

44,380 

1 

37,414 1 7,484 

6,641 

6,445 1 

1 4,060 

1 

2,122 ! 

‘ i 


1 CoroalH, 
I total 
Maizoj 



I 1,9«5 I 30,763 


Table II (p. 6) 

Yield of cereals in the United Provinces 
(in thowiancl tons) 


Year 

Yield of— 

Total 
yield of 
cereals 

Wheat j Rico 

Gram 

Barley ) Jowar 

j 

' Bajra 

Maize 

1936-37. . 

t 

2,632 1 2,025 

1,917 I 

1 

i 

1,668 j 420 

i i 

* 372 

634 

9,304 
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Tablr III (7>. 7) 

External Trade of the United Provinces in cereals 

(in. thousand tons) 



Exports of — 

i Imports of- 

i 

- 

Total trade in — 

Year 

Grain | Wheat- 
pulse j and -p- 
and jwheat 

1 flour ; flour 

1_ i 

; Grain 

1 pulse 
and 
flour 

i 

Wheat 

and 

wheat 

flour 

Rice 

Grain 

pulse 

and 

flour 

Wheat 

and 

wheat 

flour 

Rice 

1936-37 

i ' i 

510 1 189 30 

1 

; 506 

• J 

! 1 

96 1 

1 ' 
1 

i>r>5 

i 

1 KOI 6 

285 

285 


Table IV { p . 12) 
Foreign Trade of India in Wheat 

(ill thousaTid tons) 


Year 

Exports 

i 

j 

Imports 

Net exports 

iese-S7 

232 

i 

i 

0 

4 232 

i 


Table V (j*. 12) 

External Trade of the United Provinces in Wheal and Wheal Flour 

(in thousand tons) 

Yoar Exports I .Tmpurts I Net exports 


1936-37 


ISO 


+93 
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Table VI {pp. 20-22) 

Monthly WhoUeah Prices of lYheat at Hapur and Kuravh'i 



1036-37 



Prices nt Hapiir(«) Prices iit Kurt»ohi(/i) 
{Jls. per maiind) * (Its. p.T ( andy) 

April 




2 • 422 

24 UOU 

May 



j 

2 *547 

22 -875 

June 



.. ! 

2 -STS 

23 ■ 500 

J nly 



i 

•• 1 

2-745 

25-81 3 

August . . 



i 

■ ■ i 

:i •(►73 

26-750 

Septembor 



i 

2'!n»5 

28-876 

October . . 



’ 

3 -080 

20 *875 

November 



i 

2 -984 

28 -375 

December 



• * j 

3-208 

31*875 

January 



1 

. . ! 

3-458 1 

31 -(MM) 

February 



! 

3-339 ' 

31 • 125 

March 



. . i 

! 

3-875 1 

34 * 500 

(o) Prices of “ ready khatti ” — by courtesy of The Mahuvir licopai* Mundcl, 
Ltd., Hupur. 

{h) Prices of “ white wlieut, 5 percent, barley, 3 per cent, did, 30jm!* «jent. 
red’* — The Indum Trade Journal. 


Table VII {j>. 22) 


— 

f 

liapur 1 

! 

Karachi 

Avorago price (Rs. per inauiul) . . . . ! 

i-»49 j 

:i-455 

Standard deviation . . . . . . 1 

0-320 j 

0-388 

i 

Coefficient of variation . . 1 

1 

10*85]% i 

1 U -216% 


Coefficient of correlation (r) . . . . j 

Probable error of r . . . . . . { 

i 


±0-027 
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Table VIII (p. 23-24) 

Monthly Wholesale Prices of Wheat at London^ Calcutta and Bombay 


i930-:n 

London pricea(a) 

Calcutta price8(6) 

■ 

Bombay priceB(c) 


(Shillings) 

(Rupees)(d) 

(Rupees) 

April 

30-750 

« 

3-500 

4-563 

May 

28-600 

3-250 

4-313 

Juno 

30*875 

3-359 

4- 375 

July 

36-875 

3-688 

5-000 

August 

38*500 

3*625 

4-938 

September . . 

41*000 

3-813 

5-313 

October 

41-750 

3*969 

5*313 

November 

39*625 

3*938 

5-188 

December . . 

46*000 

4*266 

5-750 

January 

41*750 

4- 500 

5-760 

February 

42*500 

4* 260 

1 6-626 

1 

March 

1 48-250 

4-250 

1 

5*938 


(a) ShilUngB poT 480 lb. of Australian wheat (cargoes), c.i.f., parcels, shipping 
current month — International Review of Agriculture, Rome. 

(h) Rupees per maund, ** club no. 2 ” — The Indian Trade Jcurnal. 

(c) Rupees per cwt., “ Delhi no. 1, white pessy ” — The Indian T^ade Journal. 

(d) Prices at Calcutta — 

January, 1936 — Rs.S *500. 

February, 1 036 — Rs.3 • 375 . 

March, 1936— Ra .3 *438. 


Table IX (p. 25) 



London 

Karachi 

j 

Calcutta 

Bombay 

Average price (Rs. per 
md.). 

4-329 

3-455 

3- 833 

3-736 

Standard deviation . . 

0-614 

0-388 

0-374 

0-359 

Coefficient of variation 

14- 177% 

H-216% 

9- 767% 

9-602% 

Coefficient of correla- 
tion (r) between prices 
at Loudon and . 


+0-970 

-fO-887 

+0- 962 

Probable error of (r) . . 

1 

±0-012 

±0-043 

±0-016 
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Tabijs XII {p. 29) 

Monthly Freight Bates on, Wheat from Karachi and Australia to 

London 


1936-37 


j ^ Freight frtun ; 

i Karachi to Loudon i 

i 

Freight from 
Australia to London 



(Shillings 
per 18 cwt.) , 

(Shillings 
per long ton) 

April 

. . 

22 

27 

May 


20 ! 

1 

n.q. 

J^urie 


.0 ; 

28/ n. 

July 


: 

28 

August 

.. 

: 

25 

2H 

September 


2« ; 

27 

October 


25 1 

n.q. 

November 

. . 

i 

25 i 

n.q. 

December 

1 

34 1 

31/9 ij. 

January 


33/6 i 

37/6 

February 


26 I 

30 

March 

“ i 

33 j 

i 

j 

41/3 

Average, 1936-.*17 

. . . . j 

25/9-5 i 

i 

31/H 

ii.q.«=not quoted. 
n.B= nominal. 

Table XIV {p. 34) 


Monthly Wholesale Prices of Wheat ai LyaUparifl) 

1936>:i7 



ILs. 

April 


.. 

. . 2 *375 

May 

. . 


. . 2 -328 

J une 

. . •• 

. . 

2 *422 

July 

. . 

. . 

.. 2-719 

August . . 

. . 

> • ¥ » 

. . 2 dice 

Soptomber 

. . 


. . 3 -094 

October .. 



.. 3-188 

November 

. . 

. . 

.. 3-016 

December 

. . 

. . 

.. 3-344 

January. • 

. . 


. . 3 "STS 

February 

. . 

.. 

.. 3-344 

March . . 

.. 

. . 

. . 3 -37ft 


(a) Prices in rupees per maund of “ white wheat, 1 { per cent, dirt, 2 pcwp cent, 
barley ** — The Indian Tfade Journal. 
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TabIjE XV (^j. 34) 

(1036-37) 


Average prwre (Rs. per maund) . . 

Standard deviation 
Coefficient of variation . . 

Coefficient of correlation (r) with Hapiir pricea . . 
Probable error of (r) 

Table XIX { p . 43) 


Lyallpnr 
2 *967 
0 -389 

.. 13 *166 percent 

.. +0*968 
.. ±0*016 


Av(‘ragt A v/nual Prices of Wheal in some Important Mandis of India 


Name oi mandi 

1. Lyalipnr 

2. Hupor 

3. Karachi 

4. Bombay 

5. Calcutta 


Price (in Us. 
per maund) 
during 1936-37. 

. . 2 *957 

.. 2*818 
.. 3*412 

. . 3 *697 

. . 3 *791 


Table XX (p, 43) 

Differences between Annual Prices of Wheat in some l7nportant Mandis 

of India 


Differonco (in Rs. per maund) in prices at — 


Year 

Hapiir 

and 

Lyallpur 

1 

Karachi and — 

....... . . 

Bombay and — 

Calcutta and — 

Hapur 

Lyallpur 

Hapur 

Lyallpur 

Hapur 

Lyallpur 

1086-37 

—0*139 

0*594 1 

I : 

0-468 

0*879 

0*740 

■ 

0 *978 

0 -834 


Table XXI (p, 45) 

External Trade of the United Provinces in Wheat 

(in maunds) 


Year 

Exports 

Imports 

Net exports 

1086-37 

4,421,703 

1,670,480 

2,761.273 
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Table XXII {p. 45) 

External Trade of the United Provinces in Wheat Flour 

(ill inuuiifl^} 


Year 


lnijuirtH Kxporiy Xia imports 


1936-37 


9r>0,478 ■ 74l>,8J« 


207,662 


Table XXIiT (j), 40) 

Exports of Wheat from the United Provhives and the Punjab to 
Calcutta, Bombfiyand Karachi 

(in tluiiLsaiid inaiiti(is) 


Yoar 


Exjinrts uf wht'nl 
i from t'iu? Unitod JPrnvin<*<‘.s : 


from tli<> I’mij.il* to 


! 


! Cttlcuttni Bombnyl Karaclii, Cahrutta Homlaiyj Kararhi 


1980-37 


3.329 ; 35 ' 

Table XXIV Ip, 47) 
Imports of Wheat into Cakutla 

(ill inautids) 


1,40!» j 804 7.569 


I 


Year 


! 

{Total iiTiporta 


liiiporU froiiv Imports frcmir 
tlio United i Iho 
Proviiiccfl I Punjab — 


I 5,468,371 


j 

3,3:8,921 ! 1,408,731 

! 


1930-37 
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Table XXV (p. 49) 

Production, Exports and Imports of Wheat {including Wheat FUmr) in 

the United Provinces 

(in thousand tons) 


year 

Imports 

1 

i 

1 

Exports 

1 

i 

Net imports 

Production 

Total 
available 
in the 
United 
Provinces 

] 

1936-37 

! 

; 08 

189 i 

—93 

1 

2,632 j 

2,439 


Table XXVI [p. 60) 

Imports of Wheat and Wheal Flour in the United Provinces 

(ill maunds) 


i 

1 

1 

I 

Imports into the United Provinces from-*- | 

Total imports 
into the 
United 
Provinces 

Year 

The 

Punjab 

Central 

Provinces 

mid 

Berar 

Central 

India 

Other 

sources 

"I 

1936-37 

1,359,240 

423,466 

666,386 

282,807 

2,620,908 

Increase over i 
1036-30. 

+ 1,600,344 

—666,267 

+ 198,569 

+ 140,233 

—1,820,809 


Table XXVH {p. 63) 

Quantity of Wheat and Cereals available for consumption in India 

(in thousand tons) 


Year 

Wheat 

Cereals 
other than 
wheat 

Cereals, total 

1936-37 

•• 

•• 

•• 

9,202 

44,196 

63,308 







Table XXXni(A) (p. 63 ) 
Retail Prices of Cereals in India 


(Soera per rupee) 


PrieeM of— 

Wheat 

Rico 

Grain j Harley | 

! i 

Jowar 

Bajra 

12-00 

11*15 

j 

16-42 1 i’n-OW 

16-05 

14-60 


Table XXXIII(B) {]>. «4) 


Retail Prices of Cereals in the United Provinces 

(Soerfl per rupee) 



Prie,ew of — 

Year 

Wlicat 

Hioo 

Gram 

Maize 1 HarU*y i Jnwar 

Bajra 

1930 .. .. j 

12-79 

9*98 

18 -49 

1 1 

10-41 . 10-06 1 18-87 

18-54 


Table XXXVII [p. 93) 

Average, harvest Price of Wheat at Hapur 

1936-37 - . • • • • • * Ra.2’393 per inauiui. 

Table XLIV (p. 116) 

Harvest, Solving and Annual prices of Wheat at Hapur 

(1936-37) 






Difference (per maund) 
between 

Year 

Harvest prico 

Sowing price 

Annual price 

Sowing and 
liarvest prices 

Sowing and 
annual prices 


(Kupoes per mauzid) 

A. jz. 

A. p. 

19:i6-37 

2 -526 1 

3*063 j 

2*818 1 

i 

8 7 

3 11 
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Part (B) 

(CHAPTER III) 

3. The year 1936-37 has been exceedingly different from 
the year immediately preceding it so far as the wheat trade 
of India is concerned. Table TV shows that during 19^16-37 
India cxp.’'rted 232 tliousand tons of wheat against 10 
thousand tons in the preceding year. The reason for this is 
that during 1936-37 the price of Australian wheat in the 
Tjondon market rose relatively to that of Karachi wheat s.) 
that the difference between the two prices came to ex(«e3 
the cost of transportation, etc. Table XIII shows that if 
the price of Australian wheat in Loudon be R8.(2‘955-f-p) 
per niaujid, wheat would tend to he exported from Karachi 
to London when the price of wheat at Karacl)i is lls.(2'33J 
+ p) per inaund or lower, provided other things remain 
equal. Table XII shows that the average ' freight rata 
on wheat from Karaclii to London increased from 22<. lO'Trf. 
per 18 cwt. or Re.0'62] per mannd during the three years 
3933-34 to 1935-36 to 25s. 9‘5(i. per 18 cwt. or Re.0'7()0 
per maund during 1936-37, an increase of Re.0 079 per 
mannd. Tlie ‘limiting’ price for Indian exports for 19,36-37 
thus becomes U>f.(2'334-)-p) — Re.0 079 or Rs.(2‘255 + p) 
per maund (a). Table IX shows that the average price of 
Australian wheat in liondon during 1936-37' was Rs.4'329 
per mannd. ’il’he value of p for the pmqiose of 1'able XITT, 
therefore, comos to (4',329 — 2'955) or 1'374. This ineariTi 
that actual exports of wheat from Karachi to London would 
ordinarily begin when the price of wheal at Karachi is 
Rs.(2‘255-l-l‘5374), that is, Rs.3'629 per maund or lower. 
Actually the average price of wheat at Karachi during 
1936-37 was Rr. 3'455 per maund (b). Hence the comparatively 
largo exports during 1936-37. 

2. It will he noticed from Table IX that the correlation 
between prices in London and those at the Indian ports 
increased considerably during 1936-37. Thus the coeffi- 
cient of correlation between prices in London and at Karachi 
rf)se to -f-0'970 in 1936-37 as against -l- O' 431 during the 
three years 1933-34 to 1935-36. This is natural as during 
1936-37 exports of wheat from India to Europe were 
resumed .so that variations in the price of wheat in India w^ere 
influenced by those in the price of wheat in the London 
market. It may, however, be added that the exports of 
wheat from India during 1936-37 cannot be regarded as a 
normal feature. These exports were mainly due to the 
a bnormal conditions create d by the apparent imminence of 

(a) Cf. paragraph 39. (h) iiide Table IX. 
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war in Europe, which led some of the bin dealer^ and 
speculators in Europe to stock wheat in large tjnaiitiiies. 

(CHAPTER lY) 

3. Variations in the price of wheat in tlie United 
Provinces showed still greater correspondence with IIkw in 
the prices of wheat outside the United Provinces during 
1936-37 than during the three preceding years. The 
cient of con-elation between prices of wheat at Tlapuj* and 
Karaclii rose Irorn -ht)'774 duiing the (liroe vears from 
1933-34 to 1935-30 to +0.932 during 1936-37 U'/V/r Talde \ 
and that between prices at Hapnr and livallpur canu? tc 
4 0-958 during 1936-37 as agaijist -i iVs76 (linh.g ibe Ihr.v 
preceding years {mle Tabic? XV). 

4. Conditions of internal trade in wheat in Tiidin during 
1936-37 were, however, as different from lhn.se in the (luci- 
preceding uears as tho.se of external trade. Table XXI .slmus 
that the exports of wheat from the United Province^ inrurviscvl 
from 1,996 thousand maunds in 1936-36 to i.h22 tlioiisand 
maunds in 1936-37, while its imports decreased from 3.ii39 
lliousand maunds to 1,670 thon.sand maiind.-^ dming ll»c sumc 
period, the* not exports llm.s increa.sing by 3.796 tlmiisaii l 
maunds. A similar change took place with lespeci io trad • l;i 
wheat flour. The imports of wheat flour into the T^niied 
Provinces decreased from 1,402 thousand maunds doring 
1936-36 to only 950 thousand maunds during 1936.37 
and its exports increased slightly from 671 llious.oul 
maunds to 473 thousand maunds during the .same period {ride 
Table XXTU. As a result, the United Provinces r«‘giMfK:.l 
(heir position in 1936-37 as exporters of whe si. their ne t 
exports of wheat and wlu'.at flour during iliat yi-ar iiUiiHiMifr.<T 
to 93 thousand tons against tjic’r mi imports of 69 llious;: 1 
tons in the preceding year (vide Table Y), 

5. That fhi.s favourable/ change in ibe ('xicrnal trade cif Cnc 
(Jirited Provinces in wIkmO was not wbolly due ?o a variatio/: 
in the yield is clear from the fact that the yii Id of wheal iii 
the United Provinces increasc/d from 2,529 tliousand tons in 
1935-36 to 2.532 thousand tons in 1036-37, th;U is, hy only i 
thousand tons or 82 thousand maunds ivjlr 'ruble II). h. 
will be interesting to see how far conditions in the Punjab 
were responsible for this change and to wlial e.3eul this cdiangr? 
promi.ses to be permanent or stable. Tabic XXTV .sliows that 
the total imports of whf»at into Calcutta dining 1936-37 
increased by f5,468 — 4,fM)5) nr l,37r3 thousand maunds, that 
bv 33*5 per iMifit. of the total imports during 1935-36. 
assuming that this increase slionld luvc been .shared, under 
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Doriruil circumstances, by all the expoiting centres in pro- 
portion to their exports to Calcutta, the imports of wheat into 
(Calcutta from the United Provinces in 1936-37 should have 
increased by about 335 thousand maunds and those from the 
Punjab by about 828 thousand maunds. Actually the imports 
from the United Provinces increased by (3,329 — 1,001) or 
2,328 tliousand maunds, thus showing an excess of (2,328 — 335; 
or 1,993 tlioiisand rnaiinds over the expected inijx>ris, while 
tliose from the Punjal:) decreased by (2,473 — 3 ,409) or 1,064 
thousand maunds, indicating an excessive decline of 
^ 1964 -f- 828) or 1,892 thousand maunds. An increase of 1,993 
thoi7sand maunds in tlie imports from the United Provinces 
has, therefore, to be set against a decrease of 1,892 thousand 
maunds in those from the Punjab, whicli leaves an increase of 
only 101 thousand maunds in the imports from the United 
I^rovinces to he accounted foi* otlierwise. The close correspon- 
dence hetvveeii the above two figures brings out clearly the fact 
lliat the United Provinces liave been able to treble their exports 
to Calcutta during 1936-37, only because the Punjab made 
room for them in that market, just as in 1935-36 the United 
Provinces lost heavily in their exfK>rts to Calcutta because the 
l^mjab competed in that market (a'. It will be seen that 
o4‘ the total inci-easc in the net exports of W’heat from the 
TTnittxl IVovinces during 1936-37, namely 3,795 thousand 
maunds, 2,328 thousand maunds or over 61 per cent, related 
to tJu; Calcutta market. This shows clearly that the direction 
and the magnitude of the exports of wheat from the United 
I^'ovirices is very laigely doj)endent on the conditions of exter- 
nal trade in wheat of the Punjab. 

6. The nature of the reasons which led the Punjab to 
make room for the United Provinces in the Calcutta market 
dining J936-37 will also explain wliether and how long the 
T^nik'd Provinces will he able to maintain their exports to 
Calcutta. It is not that tlie Punjab suffered a heavy set-back 
in its -exports of wheat during 1936-37; on the contrary, its 
exports of vvheat increased from 9,054 tliousand maunds in 

1935- 36 to 10,716 thousand maunds in 1936-37. But the direc- 
tion of its exports changed. The sudden demand for wheat 
from Kurope firoved a gieater attrac;tion and, as will' be seen 
from Table XXTII, the Punjab exports of wheat to Karachi 
increased in 1936-37 by (7,569 — ^2,569) or 6,000 thousand 
maunds whereas the total decrease in its exports to Calcutta 
and Bombay together amounted to only (1,064 + 686) or 
3 ,750 thousand maunds. The reason for the decrease in the 
imports of wheat from the Punjab into Calcutta during 

1936- 37 was, therefore, not Punjab’s inability to compete with 


(a) Of. paragraph 71. 
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tiic^ Uiiit6d evinces in the (Jalt'ulta niarkct hin ,m fii version 
of its exjx)rt trade iroin Calcutta to the Karachi anil fore’jEfii 
X he chances of the t.'iiiteii I'^roviiu'es retaining’ 
their vvheat exjKjrts of in future years thii*^ ajipear to 

he about the same as the cliances of Jnrlia maintain) n;; }jer 
exports of wlieat to forei^i^n counti’ics. 

7. As explained earlier (</) f]a[ii]t% situated ijiiand, cannot 
compete wd.h Ijyallpnr in the Karachi or tlie foi’eijjfn markets. 
As a result, it will he seen from 'Fable XIX, the a.\crap:(‘ price 
of wheat at IjyaJlpur during .19:lt)-M7, namely fje 

mamid, vvas sliglitly higher than tliat at ifapur. namely 
Rs. 2*818 per rnaund, whereas during ilie piiM-eding thri'*' years 
when the exports of wlieat from India were jn>ignifi<*ant , the 
price of wdieat at Hapur w^as alwaiys a little higiiei- than tluit 
at Lyallpur. 

(«) Vid*' r»araj{ri.|:.U r.a. 
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